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Old Market and 
Levee, St. Louis, 





1840. 


Record 
that compels confidence 





alty insurance carrier—a direct friendly relationship 
L \ CENTURY AGO when the early river boats 


with their company—a voice in its management— 
were helping to make St. Louis a thriving commer- 


a substantial saving in cost through dividends. 
cial center, mutual insurance had already served four 


re Any business man—any property or car owner— 
generations of Americans. 


ie 4 will find interest in a booklet which will be sent 

With its roots deep in the colonial history of ; ‘ neal 
; on request. You may ask for it with the definite 
America—with more than a score of companies g P yids 
Slee ? 1: seal assurance that there will be no solicitation of 
over a hundred years old, mutual insurance has bac : 
. . any kind. Address Mutual Casualty Insurance, 


of ita record of 177 years of sound and successful =o 
17} Room 2204, 180 North Michigan Avenue, 


—— Chicago, Illinois, 
It is toa great extent the confidence bred by this 


unmatched record, that annually impels thousands 

MUTUAL PROTECTION IS AVAILABLE 
FOR THESE CASUALTY RISKS: 

Accident Liability (all forms) 

Automobile (all forms) Plate Glass 

Burglary and Theft Property Damage 

Workmen's Compensation Fidelity 


of corporations and individuals to join the army of 
mutual policyholders. 
Mutual casualty policyholders benefit by advan- 


tages that are not offered by any other type of casu- 





MUTUAL CASUALTY INSURANCE 


These Old Line Legal Reserve Comvanies ire Members of 


NATIONAL ASssocIATION oF Mutuat Casuatty Companies and AMERICAN MuTvAL ALLIANCE 


Allied Mutuals Liability Insurance Co., New Yor’ City; American Mutual Liability Insurance Co., Boston, Mass.; Builders Mutual Casualty Co., Madison, W’is.; Central Mutual 
Casualty Co., Kansas City, Mo.; Employers Mutual Casualty Co., Des Moines, Ja.; Employers Mutual Liability Insurance Co., Wausau, Wis.; Exchange Mutual Indemnity Insurance 
Co., Buffalo, N. Y.; Federal Mutual Liability |asurance Co., Boston, Mass.; Hardware Mutual Casualty Co., Stevens Point, Wis.; Interboro Mutual Indemnity Insurance Co., New York 
City; Jamestown Mutual Insurance Co., Jamestown, N. Y.; Liberty Mutual Insurance Co., Boston, Mass.; Lumbermens Mutual Casuaity Co., Chicago, I/l.; (American) Lumbermens 
Mutual Casualty Co. of Illinois, New York City; Merchants Mutual Casualty Co., Buffalo, N. Y.; Michigan Mutual Liability Co., Detroit, Mich.; Mutuai Casualty Insurance Co., 


New York City; " exas Employers Insurance Association, Dallas, Texas; U. S. Mutual Liability Insurance Co., Quincy, Mass.; Utica Mutual Insurance Co., Utia, N. Y. 
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FOR GOOD 
MUTUAL 
INSURANCE 
Select the 
“MILL MUTUALS” 








Western Millers Mutual Fire Insurance Co........... Kansas City, Mo. 
Ohio Millers Mutual Insurance Co............................. Van Wert, Ohio 
Michigan Millers Mutual Fire Insurance Co............. Lansing, Mich. 
Mill Owners Mutual Fire Insurance Co................. Des Moines, Iowa 
Millers Mutual Fire Insurance Co............................. Harrisburg, Pa. 
Millers Mutual Fire Insurance Co...................... Fort Worth, Texas 
Pennsylvania Millers Mutual Fire Ins. Co........... Wilkes-Barre, Pa. 
Millers Mutual Fire Insurance Association........................ Alton, Ill. 
Grain Dealers National Mutual Fire Ins. Co.......Indianapolis, Ind. 
Millers National Insurance Co................-.......--------.--..------ Chicago, Il. 








Mutual Fire Prevention Bureau 
230 East Ohio Street 
Chicago, Illinois 
(Operated by the Mill Mutuals) 
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Assets . . . . $4,600,000.00 
HOW DID WE GET IT? 


..- Not a single dollar of it is invested capital, but has 
been accumulated solely from the regular premium in- 


come of the company and belongs to our policy- 


holders. 


It means principally that this company has been 
phenomenally successful in renewing its largest and 


finest class of business year after year. 


—And finally, it represents $1.61 of assets for every 
dollar of liability on our books as per our financial re- 


port to the State Insurance Department. 


NON-ASSESSABLE DIVIDEND PAYING 


MICHIGAN MUTUAL 
LIABILITY COMPANY 





Resources y Dividends 
More Than RAT More Than 
$4,600,000.00 a ee Presthent $3,250,000.00 
District Offices (General Service) Branch Offices (Automobile Only) 
Grand Rapids Lansing Flint Port Huron Ionia 
Saginaw Kalamazoo Mt. Clemens Benton Harbor Pontiac 
Jackson Marquette Battle Creek Muskegon Owosso 


Alpena 


Home Offices—1209 Washington Boulevard at State Street—Detroit—Cherry 4800 
Industrial Hospital—2730 E. Jefferson Ave.—Detroit 


W orkmen’s Compensation, Automobile, Group Health and Accident and 
Other Casualty Lines 
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Pike’s Peak Looms Up to Dominate the Colorado Springs Territory For Hundreds of Square Miles 


Convention Includes Vacation Trip 


Easy to Combine Business and Pleasure in Journey to the Big 
Mutual Gathering at Los Angeles 


RUE enough, a mutual con- 

vention is a mutual conven- 

tion, whether held on the East 
or West Coast or inland ina middle- 
western city. The fundamental thing 
is, of course, to bring together the 
workers representing this safest, most 
stable, and economical kind of insur- 
ance for interchange of ideas and to 
foster even greater enthusiasm for 
the mutual business. 


And so the mere announcement of 
a convention of the big Federation 
and Association is enough to attract 
attention and bring about the activity 
of assigning to delegates from the va- 
rious companies the pleasant task of 
traveling to the place of meeting and 
sitting in or taking part in the series 
of sessions on the convention schedule. 

While the formal addresses are 
planned long before hand, there will 
be, as is the custom, ample opportu- 
nity for any delegate to express his 





opinions when meetings are thrown 
open for discussion, Extempore talks 
are often the high spots of a conven- 
tion, and not infrequently some one 
little known in national circles be- 
comes an admired celebrity because 
of his unexpected contribution to the 
success of the gathering by a vigorous 
speech made on the spur of the mo- 
ment. Big men are often made big 
by big occasions, and the 1930 mutual 
convention will certainly classify as 
the latter. The spécial cars speeding 
from many sections of the country 
and converging to make up a special 
train at Kansas City will bring to- 
gether a throng of mutually minded 
people on the way to Los Angeles, 
which is likely to amaze some of our 
stock minded critics who have not yet 
come to an understanding of the 
strength of the mutual forces of the 
nation. The mutual world, pulling 
together as it does, and particularly 





so in its conventions, is a spectacle of 
power, impressive to a high degree. 
Anyone taking a look at the mutual 
folks in the California metropolis on 
August 17th to 21st will realize that 
mutual insurance is expanding by 
leaps and bounds and is more than 
keeping pace in personnel and in busi- 
ness done with the quickening prog- 
ress of the times. 


So 


ET us go back for a moment now 
‘, to that special train at Kansas 
City. There is to be a jolly crowd 
aboard. The wives and daughters of 
delegates will be present by the scores. 
Bigger plans than ever before are be- 
ing made for special features of en- 
tertainment, and souvenirs for the 
passengers, radios to gather the music 
and ball games from the air at seventy 
to eighty miles an hour, new stunts 
in passing the time away, jaunts 
while stopping over at interesting 
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places, meals of first quality in the 
diners, or in well handled restaurants 
along the route—comfort and enjoy- 
ment, indeed, made perfect by the 
finest equipment that the great Santa 
Fe railroad system can muster. 


Under such auspices it won't be 
long before we get to Colorado 
Springs, and those who care to— 
which doubtless will include every- 
body—will take the interesting trip 
to Pike’s Peak. This majestic snow 
capped mountain is one of America’s 
most famous show places. 

Pikes Peak Auto Highway is the 
highest scenic boulevard—the world’s 
highest highway. In many places 
blasted from the solid granite itself, 
this wide, smgoth road of easy grade 
all the way, is the outstanding 
achievement of road engineering, and 
many motorists drive their own cars 
to the top of Pikes Peak over it every 
season. The entrance to the highway 
is at Cascade, a few miles up historic 
Ute Pass. 


The Burro Route is a trail over 
which one may ride from the summit 
of Mt. Manitou to the summit of 
Pikes Peak. This slower method af- 
fords chance for seeing things lei- 
surely. 

One hundred and twenty years 
ago, Lieutenant Zebulon Pike first 
caught sight of the “Great White 
Mountain” now bearing his name. 
After an unsuccessful attempt to 
reach its summit, he declared in his 
diary that “no human being could 
have ascended to its pinnacle.” To- 
day, Pikes Peak is America’s most 
famous mountain, and has been 
climbed by hundreds of thousands of 
people from all over the world. 

This Sentinel of the Rockies seems 
to present a challenge to the visitor. 
He cannot be satisfied till he, too, has 
stood on its snow-capped summit and 
allowed his gaze to sweep, uninter- 
rupted, over sixty thousand square 
miles of rugged mountains and roll- 
ing plains. The altitude is 8,000 feet 
above the plateau and 14,109 feet 
above the sea. 

The “Cog Road,” famous the world 
over and unique among railroads, has 
made regular trips each season for 
nearly 40 years. 


« — 


ACK into the Pullmans again, 

and the next big objective is the 
Grand Canyon, stopping en route for 
a glimpse of Albuquerque and the 
old, old town of Santa Fe. 

The canyon enjoys the same pres- 
tige as a giant series of gorges, as 
Pikes Peak does as a monarch of 
cloud kissing eminences. There will 
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be time for a short trip down the 
Bright Angel Trail, which is one of 
the most noted of the world’s scenic 
rides. 

It has been said that even the most 
experienced of travelers are awe 
struck at the mighty vastness and 
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Camp Near Bright Angel Canyon 


rich coloring of the Grand Canyon. 
Imagine a stupendous chasm, in 
places 10 to 13 miles wide from rim 
to rim, more thar 200 miles long in 
the total of its meanderings, and more 
than a mile deep. A mighty river, 
the Colorado, has chiseled out the in- 
ner granite gorge, which is flanked on 
each side by tier upon tier of huge 
architectural forms—veritable moun- 
tains—carved by erosion from the 
solid rock strata which lie exposed 
in great layers to the desert sun. And 
all painted in colors of the rainbow. 
That’s the Grand Canyon. 


Other scenic wonders are viewed 
either on the level or looking up. The 
Grand Canyon, from the rim, is 
looked down upon. The sensation is 
novel. Not every visitor can at once 
adjust untrained eyes to this sudden 
shift from the usual outlook. Gradu- 
ally one must become accustomed to 
the change from the ordinary range 
of vision. It is like seeing a strange 
landscape from a low-flying aero- 
plane. 

A canyon truly, but not after the 
accepted type. An intricate system 
of canyons rather, each subordinate 
to the river channel in the center, 
which in its turn is subordinate to 
the whole effect. 

That river channel, the profound- 
est depth, and nearly 6,000 feet below 
the stately pines of Kaibab Plateau, 
is in seeming a rather insignificant 
trench, attracting the eye more by 
reason of its somber tone and mys- 
terious suggestion than by any ap- 
preciable characteristic of a chasm. 
It is perhaps five miles distant in a 
straight line, and its uppermost rims 
are between 3,000 and 4,000 feet be- 
neath the observer. One cannot be- 
lieve the distance to be more than a 
mile as the crow flies, before descend- 
ing the wall. 

QS 

OWN into the Canyon there are 
a number of trails, each one in- 
finitely different from the others, and 
each one a unique experience. Cow- 
boy guides pilot convoys of mules 
down these paths on trips ranging 
from one day to weeks. Weaving in 
and out among the crags and preci- 
pices, the trails drop steadily and 
gradually, to the river five thousand 

feet below the starting point. 

Pinnacles of rock, wierd and fanci- 
ful formations in bizarre colors, 
tower along the way. Every few feet 
the picture changes. Every corner 
opens a new vista. Every cloud, 
every shift of light, paints the rocks 
in different shades. Now and then 
a little oasis of cottonwoods and a 
tumbling bit of water coaxes one to 
loiter. And finally, after hours of 
pleasant jogging, hours of disbeliev- 
ing one’s eyes, the river appears. It 
is almost impossible to identify the 
mighty Colorado, dashing, leaping, 
roaring or sulking at the bottom of 
its self-made prison with the flicker- 
ing bit of silver ribbon that is visible 
at only a few spots above on the two 
hundred miles of its gigantic banks. 

Small wonder that no one has ever 
described the Grand Canyon. Small 
wonder that mere words are pitifully 
inadequate. 

(Continued on Page 24) 
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Much of the Car Stealing is the Result of Careless Exposure of Fine Machines to Predatory Youths 


What’s Happening to the Car Stealing Racket 


Changing Conditions In the Automobile Market and More Efficient 
Means of Detecting Crime Is Making Old Game Less Profitable 


USINESS has been: bad this 
B year for automobile thieves. A 

high powered, high priced car 
used to be worth thirty cases of 
Scotch. Now it is almost a drug on 
the market. 

Leaders of the biggest rings in the 
country tell you bitterly that their 
racket is not what it used to be. Even 
though they mark down the prices of 
stolen cars to ridiculously low figures 
they cannot get rid of them. Not 
only has the American public lost its 
taste for bargains in second hand 
cars, but the increase in the number 
and length of prison terms is steadily 
thinning the ranks of men engaged in 
the business of stealing automobiles. 

Complete statistics showing the 
number of automobiles stolen in the 
United States in any single year have 
never been compiled, but the tabula- 
tions of the National Automobile 
Chamber of Commerce tell an im- 
pressive story. Every year, more 
cities report to the automobile asso- 
ciation, yet the total number of thefts 
reported has steadily decreased dur- 
ing the last three years. In 1928, for 
example, twenty-six cities reported 
the theft of 74,546 automobiles; in 
1929, forty-six cities reported the 
theft of 42,756 automobiles, or a de- 


By JOHN H. JACKSON 


crease of approximately 60%, and 
the number of recoveries is steadily 
increasing. 

The strict enforcement of the Dyer 
Act, and the adoption of the Uniform 
Motor Vehicle Anti-Theft Act by 
twenty-two states has put a big kink 
into the disposal of “kinky” cars. 

The Dyer Act has made it a crime 
to transport stolen cars over a state 
line. Theoretically, the apprehension 
of automobile thieves is a state mat- 
ter, but by making the transportation 
of a stolen car over a state line a fed- 
eral offense, and thereby putting the 
matter in the hands of federal of- 
ficials, the necessity of co-operation 
between local police and of extradit- 
ing the criminal who has been ar- 
rested in a foreign state has been 
eliminated. 


SOD 

HE Uniform Motor Vehicle 

Anti-Theft Act has set up in the 
states of its adoption a system for 
recording titles to automobiles simi- 
lar to the almost universal system of 
recording titles to real property. The 
days when the automobile thief could 
glibly prepare a bogus bill of sale for 
his “customer” have passed. Now, 
he must show his own certificate of 


title and registration card and the 
transfer of title to the automobile 
must be properly registered before 
the automobile actually becomes the 
property of the purchaser. Some buy- 
ers, Over-anxious to secure a bargain 
and, perhaps, not entirely familiar 
with the law, do not follow through 
the cerrect procedure. But they learn 
their mistake quickly enough, for they 
cannot register their own title, if they 
do not possess the former owner’s cer- 
tificate. 

Obviously, such a requirement sur- 
rounds the disposal of an automobile 
with considerable difficulties. Be- 
sides, the demand for second hand, 
or reconditioned, cars has fallen off 
sharply. Legitimate as well as il- 
legitimate dealers have felt this. To- 
day, people want new cars. A $1,000 
car that is brand new is preferred to 
a $5,000 car that has rolled a thou- 
sand miles, which, of course, is bad 
business for automobile thieves. If 
they are sharp enough, they can get 
almost new cars, but only rarely can 
they pick up one that has not piled 
up some hundreds of miles on its 
speedometer. 

Here is the sad story of John S., 
now doing time because of his activ- 
ity in the automobile racket. 








“T picked up a Packard roadster in 
New York City. She had rolled seven 
hundred miles and was just about 
tuned up. I drove her out west, 
where I thought I could sell her in a 
hurry. But no one would take her 
even for a gift. I almost sold her 
once to a fellow living in a suburb in 
Ohio, but his wife decided it would 
cost too much to keep up the bus. 
Said she preferred a new Ford. Well, 
I finally abandoned the car, because 
it had got some hard use and needed 
a lot of repairs. I got caught on a 
deal I was putting through on a Ford 
cabriolet. Me getting caught with a 
Ford when I’ve handled Pierce Ar- 
rows and Rolls!” 


The popularity of low priced cars 
is almost ruining the car thief’s 
racket. In the good old days, and no 
one thinks more longingly of them 
than the thief, cars were built to sell 
for several thousands of dollars, and 
they were built to last for many years. 
Such a car could easily be sold for a 
thousand dollars, all of which, ex- 
cept for the money spent for the re- 
moval of identifying marks, and per- 
haps a new coat of paint, was profit. 
The light cars which are being used 
today have a low resale value, and 
because the car thief cannot make up 
in the number of stolen cars “sold” 
for his lower profits, he frequently 
finds that the racket does not pay. 


Still, it is a temptation when a car 
worth a cool thousand, or perhaps 
more, is drawn up against the curb, 
with the key stuck in the lock. Even 
though it may be difficult to dispose 
of the car, the sight of it is too much 
for many men to resist, and they 
climb behind the wheel and drive 
away. Sometimes, they wreck the 
car; frequently, they abandon it, but 
rarely is it recovered in as good con- 
dition as it was when it was stolen. 


Occasionally, thieves will go to con- 
siderable trouble to get a car that has 
caught their eye. They have even 
hired tow cars to move the automo- 
biles they desired into a previously 
hired private garage. But according 
to one investigator who has worked 
on thousands of automobile theft 
cases, thieves almost invariably steal 
cars which are left unlocked. It is 
too much trouble, and too perilous for 
them to break into a car. 


Even a thief will not do any more 
work than he has to, and if he can find 
plenty of unlocked cars, there is no 
reason for him to bother with a locked 
one. One of the surest methods of 
protection then, is to lock your car 
before leaving it. Every year, manu- 
facturers are equipping their cars 
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with better locks—better for the 
owners, and worse for the thieves. 
But good lock or bad lock, the car is 
in danger if the key is left temptingly 
in view. 
SSD 
LTHOUGH its heyday has 
passed, the racket can still be 
made profitable by a man who organ- 
izes his “business,” and knows all the 
tricks of the trade. Even in the dull- 
est time, business is reasonably good 
in certain sections of the country, and 
if the car thief can deliver cars in 
those sections, he can make a small 
but quite tidy profit. In the winter, 
he operates in the southern resorts, 
and in the summer, at the beach and 
seaside colonies. People, off on holi- 
days, are less particular about the 
condition of the car they purchase, 
and of its title. They intend to drive 
her only for a short time, and then 
to turn her in for whatever she will 
bring. Frequently, these purchasers 
are young, and irresponsible persons 
with only a few dollars to spare, and 
a keen desire to drive their own car. 
They are out for bargains, and the 
fact that they cannot register the car 
does not bother them. 
The average, responsible citizen, 
however, is fully cognizant of the 
danger of buying a stolen car. But, 
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occasionally, even he may become a 
sucker, for the dealer in reconditioned 
cars who always has such good value 
may turn out to be a fence for a big 
ring. 

A good many of the “big boys” 
have gone out of the business because 
it does not pay well enough, and the 
under dogs are now carrying on. But 
even these lesser fry have a few tricks 
that make it difficult for the police 
to track down the stolen car. 

In the old days, the game was 
largely this. A car was stolen, and 
driven, as quickly as possible, to a 
garage, where any identifying num- 
bers were immediately removed. This 
was comparatively easy, because the 
cars did not carry many numbers. 
Extra license plates were also kept 
handy, and so were an assortment of 
paints with which the color of the 
body, wheels, etc., could be changed. 
With an efficient crew in the shop, 
all this could be done in a few hours. 
The car was then ready for the mar- 
ket, and it was often sold in the city 
in which it had been stolen. Turn- 
over was rapid, and profits big. 

Now, the thieves have a harder 
time. Automobile manufacturers are 
co-operating with police officials, and 
many cars carry half a dozen identifi- 
cation numbers, any one of which can 
serve as identification either of the 
entire car, or of a part. Besides, it 
is growing increasingly difficult for 
them to drive the cars even a short 
distance without detection, for the 
news of the theft and description of 
the car is now broadcasted extraordi- 
narily quickly. 

A respected, and substantial citizen 
of New York City tells a story which 
does credit to the vigilance of the 
local police force. In making out an 
application for his 1930 license plates, 
he carelessly omitted one number 
from his street address. It so hap- 
pened that there was only an empty 
lot at the address he had indicated as 
his home, and the man in the license 
bureau who discovered the error be- 
came suspicious, and immediately no- 
tified police headquarters, which, in 
turn, notified every policeman pa- 
trolling a beat, and all members of 
the traffic squad. The next day, the 
honest but careless citizen was driv- 
ing down town to his office, when he 
was suddenly halted by an officer 
who had been standing at the corner 
watching the cars go by. He had 
memorized the license plates of every 
car which had been reported the day 
before, and in a flash of the eye, he 
spotted the coupe whose owner 
claimed an empty lot as his resi- 
dence. 











N other cities, equal feats of mem- 

ory and observation have been re- 
ported. Automobile thieves know 
that unless they can remove all dis- 
tinguishing marks quickly, that they 
are driving themselves into trouble. 
Even after all the numbers have been 
removed, the odds are still against 
them, for not only the local police, 
but automobile and insurance organi- 
zations are straining every effort to 
run down the thieves. Stealing auto- 
mobiles is today a nerve-wracking 
business. The car must be disposed 
of quickly or it must be abandoned. 
To keep it too long is dangerous. 


It was largely to escape the strong 
arm of the law that the shipment of 
stolen cars to foreign countries be- 
came popular. This method of dis- 
posing of loot only pays when the 
automobiles are in the high price 
class. The cars are disassembled, 
crated, and shipped across the ocean. 
At their destination, they are reas- 
sembled, but rarely as their maker 
intended them to be. For some time, 
the big rings were successful, because 
they shuffled around the parts of the 
car. Half a dozen cars of the same 
model were shipped together, and by 
putting the body of one on the chassis 
of another, and by other similar re- 
arrangements, the car that was finally 
put on the market was difficult to 
identify as stolen. Manufacturers 
have been combatting this practice by 
marking many different parts of their 
cars; if any single mark can be iden- 
tified, complete identification usually 
follows. 


Criminals frequently find the theft 
of a car convenient when they are 
planning another “job.’”’ When gangs- 
ters are “taken for a ride,” it is 
usually in a stolen car. When a big 
robbery, or murder is pulled off, it 
is generally accomplished in a fast 
car that has been picked up for the 
occasion. By using a stolen car, the 
criminal eliminates one means of 
identification. The majority of the 
cars stolen by criminals are recov- 
ered, for after they have made their 
getaway, the automobile has served 
its purpose, and keeping it longer may 
prove embarrassing. The car is, 
therefore, abandoned, but after the 
hard use it has received, it usually 
costs a pretty penny for overhauling. 


The small fry, as well as the big 
fish among the criminals, need cars. 
Today, everyone can drive a car—his 
own or someone else’s, and when a 
man is being pursued, a car standing 
at the curb with its engine purring, 
or with the key in the lock, is too 
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great a temptation to resist. In goes 
the criminal, and off goes the car. If 
the car is not wrecked during the 
chase, it is usually recovered, bu‘ 
again, there is the expense of over- 
hauling. 
DOD 
ACKETEERS who once stole 
only high priced cars are now 
continuing their business by stealing 
only parts, or articles carelessly left 
within the car. Spare tires, trunks, 
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may not be fundamentally wicked, 
but they still present a social menace 
which cannot be reduced by namby- 
pamby methods. 


Every year, the percentage of con- 
victions of automobile thieves has in- 
creased and the knowledge of this 
fact is properly serving to discourage 
thefts. In 1928, the National Auto- 
mobile Theft Bureau reported that 
80.6% of all those indicted for auto- 
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Precisely the Situation an Auto Thief Likes For an Easy Job 


rugs, or anything else that is easily 
moved and easily disposed of are 
taken. Within the past few years, 
gangs of thieves have carried on this 
small business in a big way. 


Selling stolen cars for junk can 
also be profitable to thieves. The 
cities of Los Angeles, San Francisco 
and Oakland, therefore, have passed 
ordinances compelling wreckers to 
return certificates of ownership and 
license plates of all junked cars to 
the police departments so that they 
can be checked. If all the papers are 
correct, the records of the wrecked 
cars are removed from the state files. 


Joy-riders are likewise accountable 
for many of the automobiles that are 
stolen and wrecked. All they want is 
a good ride, but often the ride is too 
good and the car ends in a ditch. Ir- 
responsible young people think it a 
lark to step into a strange car and 
drive off, but although many judges 
have tempered justice with discre- 
tion, a good many joy-riders have re- 
ceived sentences. Their intentions 


mobile thefts resulted in convictions. 
The sentences passed amount to 3,- 
085 years, five months, and seven 
days.*x Over $50,000 was paid in 
fines. 


The percentage of stolen cars re- 
covered is fortunately on the in- 
crease. The A+ A. A. reports for 
1928 and 1928 that 82.8% of all cars 
stolen were recovered. A racketeer 
who knows that he has just about a 
7% chance of making a getaway with 
a car, loses interest. The stakes are 
too small to take such a big gamble. 


But although men engaged in the 
task of tracking down automobile 
thieves agree that conditions have im- 
proved immeasurably, they know 
that until flying takes the place of 
riding, cars will be stolen. Horse 
thieves did not pass from the picture 
until horses became anachronisms, 
and although modes of transportation 
may change, human nature does not. 
When the theft of earthly transporta- 
tion becomes too unprofitable, the 
thieves will go up in the air. 
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License Matters and 
Multiple Lines in Dist. 
of Columbia 


ON. William W. Bridge, legal 

advisor of the Insurance De- 
partment of the District of Columbia, 
has recently made the following re- 
ply to an inquiry from Hon. T. M. 
Baldwin, Jr., Superintendent of In- 
surance, concerning licensing of fire 
insurance companies and the right to 
transact multiple line business in the 
District. 

March 10, 1930. 

To the Commissioners: 

Respectfully forwarding herewith C.C.O. 
No. 16318. 

This a reference from the Superintend- 
ent of Insurance for advice as to the 
authority for the licensing of companies 
to transact an insurance business in the 
District of Columbia. The Superintendent 
has propounded two questions: 

1. Are companies licensed to transact 
fire insurance business in the District of 
Columbia under the provisions of the 
Code of Laws of the District of Colum- 
bia relating to Insurance, or under the 
provisions of the Act of March 4, 1922, 
entitled, “An Act te Regulate Marine 
Insurance in the District of Columbia, 
and for Other Purposes?” 

2. Under what authority are compan- 
ies authorized to engage in a multiple 
line of business in the District of Co- 
lumbia? 


Section 648 of the Code, supra, carries 
the only reference to fire insurance com- 
panies and provides: 


“No fire insurance company, except 
mutual fire insurance companies organ- 
ized in the District of Columbia under 
special Act of Congress or the general 
laws of said District, or mutual com- 
panies of other states licensed to do 
business in the District, which has a 
paid up capital of less than one hundred 
thousand dollars ($100,000), shall be 
permitted to do business therein, and all 
life and fire insurance companies or 
associations licensed to do business in 
said District shall be required to main- 
tain a reinsurance reserve fund; and 
whenever any such company or associa- 
tion not excepted from the operation 
hereof shall become insolvent or im- 
paired to the extent of twenty-five per 
centum of its capital stock, it shall be 
the duty of the Superintendent to sus- 
pend its license; and unless such impair- 
ment or insolvency shall be made good 
within sixty days thereafter, it shall be 
the duty of the Superintendent of In- 
surance to revoke its license to do busi- 
ness in the District.” 


Considering all of the statutes enacted 
for the District of Columbia appertaining 
to fire insurance, the only statute, other 
than that hereinbefore mentioned, controll- 
ing that branch of the insurance business 
is found in the Act of March 4, 1922, 
supra. 


Section 3 of that Act, in authorizing the 
kinds of insurance that may be written 
under the terms thereof, provides: 


“Sec. 3. That a * * * fire insurance 
company may be formed, admitted, or 
licensed to write any or all insurance 
and reinsurance comprised in any one 
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or more of the following numbered sub- 

divisions :” 

And included thereunder, the following 
is found: 

* * * Second. The property and lands 
and use and occupancy, against loss or 
damage by fire * * *, 

“Fifth. * * * and on motor vehicles 
against fire * * *,” 

The foregoing section further provides, 
with respect to capitalization, that, if the 
company be a stock company, it must have 
actually paid up in cash or invested as 
provided by law, at least one hundred thou- 
sand dollars ($100,000), for the class of 
insurance business that it intends to en- 
gage in, provided that the class be in- 
cluded within one of the classes author- 
ized under the Act; and in addition thereto 
that it maintain a surplus of money or 
other lawful assets over and above the 
capital and all other liabilities of at least 
fifty thousand dollars ($50,000). The sec- 
tion further requires the companies to 
maintain reserves and further, that all of 
the existing provisions of law with respect 
to examination, deposit of assets, impair- 
ment and liquidation proceedings, shall be 
applicable to it. 

Section 648 of the Code, supra, and the 
Act of March 4, 1928, supra, are identical 
so far as: 

(a) Permitting the transacting of a 
fire insurance business in the District 
of Columbia. 

(b) Maintaining unimpaired the au- 
thorized capital. 

(c) Maintaining reserves. 

(d) Examinations. 


But, on the subject of capitalization 
there is a wide variance. It is true that 
both require that the company have fully 
paid up at least one hundred thousand dol- 
lars ($100,000), but the Act of March 4, 
1922, supra, requires that this capital be 
paid up in cash or invested as provided by 
law. In addition to the minimum capital 
required the Act directs each company 
operating thereunder to maintain a surplus 
of money or other lawful assets over its 
authorized capital and all other liabilities 
of at least fifty thousand dollars ($50,000). 
If the company engages in any other line 
of insurance business authorized under the 
Act, it must have, in addition to the fore- 
going, additional capital of fifty thousand 
dollars ($50,000), and additional surplus 
of twenty-five thousand dollars ($25,000), 
for each other line of insurance that it 
engages in. 

It is’ interesting to note, with respect to 
the last preceding consideration, that the 
Act requires the minimum capital required 
be paid up in cash or “invested as pro- 
vided by law.” Under Title VI of the 
Act Congress has very carefully de- 
fined the types of investments that do- 
mestic corporations transacting marine in- 
surance must keep the required minimum 
capital invested in. This requirement is 
the only provision wherein the types of 
investments are determined and, it is seen, 
is made to apply to marine insurance. 

It appears, therefore, that Section 648 
of the Code so far as it applies to fire 
insurance companies has been repealed by 
the provisions of the Act of March 4, 1922, 
supra. This decision is reached upon the 
authority of Tracy vs. Tuffy, 134 U. S. 
206, wherein it is held: 

“While repeals by implication are not 
favored by the courts, yet, without ex- 
press words of repeal a previous statute 
will be held to be modified by a subse- 
quent one, if the latter was plainly in- 








tended to cover the whole subject mat- 

ter embraced by both, and to prescribe 

the only rules in respect to that subject 
that are to govern.” 

Answering the second question contained 
in the reference, the only provision of the 
Code of Laws for the District of Colum- 
bia relating to the engaging in more than 
one line of insurance business by com- 
panies licensed in the District of Columbia, 
is to be found in the Section 653, wherein 
it is provided: 

* * * No such health, accident, and 
life insurance company or association, 
now or hereafter transacting business of 
health, accident, and life insurance, or 
either or all kinds of insurance, in the 
District of Columbia * * *,” (Italics 
ours.) 


Section 646 of the Code, supra, with re- 
spect to the duties of the Superintendent 
of Insurance requires that that official keep 
on file in his office copies of the charters, 
declarations of organization, or articles of 
incorporation of every insurance company, 
benefit association, or order, including 
life, fire, marine, accident, plate-glass, 
steam-boiler, burglary, cyclone, casualty, 
live-stock, credit, and maturity companies 
or associations doing business in the Dis- 
trict of Columbia. There does not appear 
in this section, or in any other section, ex- 
cept that referred to above (Section 653), 
any authorization permitting the joining 
of more than one insurance activity with- 
in the scope of that conducted by a com- 
pany licensed to transact insurance in any 
particular line in the District of Columbia. 

Referring to the provisions of the Act 
of March 4, 1922, supra, it is provided: 

“Sec. 3. That a marine, fire-marine, 
or fire insurance company may be 
formed, admitted or licensed to write 
any or all insurance and reinsurance 
comprised in any one or more of the 
following numbered subdivisions :” 

With these provisions of law express 
authority is conferred upon fire, fire-ma- 
rine and marine insurance companies, 
formed or admitted or licensed to write 
any or all of the several classes of insur- 
ance contained within the purview of the 
Act. 

The Act, supra, in granting authority to 
engage in a multiple line business to the 
general class above mentioned makes cer- 
tain provisions with respect to capitaliza- 
tion. The Act, supra, provides: 

“Sec. 3. * * * Every company formed, 
admitted, or licensed to transact in the 
District any of the kinds of insurance 
permitted by the several numbered sub- 
divisions of this section shall maintain 
separate and distinct reserves for each 
kind of insurance so written, and if a 
stock company shall not transact the 
business of insurance in the District 
unless— 

“(a) It has a capital stock actually 
paid in, in cash or invested as provided 
by law, of at least $100,000 for the insur- 
ance specified in any one subdivision of 
this section, nor unless it has a surplus 
of money or other lawful assets over 
its authorized capital and all other lia- 
bilities of at least $50,000; 

“(b) With an additional $50,000 of 
capital stock and $25,000 of surplus for 
the insurance authorized by any other 
subdivision of this section and which 
may be transacted by such company ;” 
It is, therefore, my opinion that the 

only authority in law permitting any insur- 
ance company to engage in a multiple line 
(Continued on Page 15) 
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Manufacturer, Jobber, Retailer and Consumer All Feel the Weight of Disasters Like This 


Inland Transportation Insurance 


Bits of History and an Analysis of Various Underwriting Practices 
Having to do with Protection of Property from Perils in Transit 


RANSPORTATION has ever 
been allied with romance. The 
lure of foreign scenes, the love 
of adventure, the lanes of trade have 
exerted an irresistible attraction in 
spite of, if in reality not partly be- 
cause of, the innumerable perils to 
which the swaying caravan, the bil- 
lowy canvassed sailing ship, the thun- 
dering railroad train, the steaming 
leviathan of the ocean deep, the pow- 
erful motor car on the concrete high- 
way, and the roaring aeroplane of the 
skies, are subject. Storms and ship- 
wrecks, fires and collisions, pirates 
and highwaymen, hardships and suf- 
ferings, natural hazards and human 
perversities have not daunted the 
spirit of man in binding the world 
more and more closely together with 
the links of transportation. But com- 
merce and transportation can not 
thrive without capital and the posses- 
sors of that much coveted factor in 
production want to relieve themselves 
of unusual and disastrous risks so far 
as that is feasible. Accordingly, ma- 
rine insurance was devised. Interest- 
ingly enough, this form of protection 
antedates historically any other form 
of indemnity and is known to have 
been employed by sea-faring people 
for more than seven centuries. 
QOa> 


INSURANCE AGAINST MANY HiAzArpDs 
HE term “marine insurance” as 
we know it today, is quite broad 





By DAVID McCAHAN 


Assistant Professor of Insurance 
Wharton School of Finance and Commerce 


PART I—BUSINESS FORMS 


in scope, being used to designate the 
many coverages developed to meet 
the hazards incident to transportation 
by land, water, and more recently, 
air. In the Model Marine Insurance 
Act, adopted by Congress for the Dis- 
trict of Columbia, and recommended 
to the various states as a model for 
their legislation, marine insurance is 
defined as— 

“insurance against any and all kinds of loss 
of or damage to vessels, craft, cars, air- 
craft, automobiles, and other vehicles, 
whether operated on or under water, land, 
or in the air, in any place or situation, and 
whether complete or in process of or 


awaiting construction; also all goods, 
freights, cargoes, merchandise, effects, 
disbursements, profits, moneys, bullion, 


precious stones, securities, choses in action, 
evidences of debt, including money loaned 
on bottomry or respondentia, valuable 
papers, and all other kinds of property 
and interests therein, including liabilities 
and liens of every description, in respect 
to any and all risks and perils while in 
course of navigation, transit, travel, or 
transportation on or under any seas or 
other waters, on land or in the air or while 
in preparation for or while awaiting the 
same or during any delays, storage, trans- 
shipment, or reshipment incident thereto, 
including builders’ risks, war risks, and for 
loss of or damage to property or injury or 
death of any person, whether legal liabil- 
ity results therefrom or not, during, await- 
ing, or arising out of navigation, transit, 


travel, or transportation, or the construc- 
tion or repair of vessels.” 

Inasmuch as the laws of many 
states differ quite substantially in 
their definitions of: marine insurance 
and as those of others do not even at- 
tempt to define this branch of cov- 
erage, Hon. C. D. Livingston, Insur- 
ance Commissioner of Michigan, ad- 
vocated in an address given in 1928 
before the National Convention of 
Insurance Commissioners that the 
varjous state insurance departments 
follow the above wording either by 
recommending the enactment of nec- 
essary legislation or by the promulga- 
tion of departmental regulations. His 
thought in urging this action was that 
the definition as above given (1) in- 
dicates the breadth of the coverage 
which may be written, and (2) marks 
a clear boundary between those forms 
of protection which involve a trans- 
portation hazard and those which fall 
within another group, such as fire, 
tornado or burglary, but which have 
been assumed by some marine under- 
writers in order to meet non-tariff 
competition or for other reason. 

QS 
OcEAN vs. INLAND 


N common practice, the various 
kinds of marine insurance are 
classed either as “ocean marine” or 
as “inland marine.” The distinction 
is not ironclad but serves a useful pur- 
pose in differentiating forms of pro- 
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tection devised primarily to meet the 
needs of ocean shipping, with which 
but a small section of the population 
is immediately concerned, from those 
intended to serve the internal transit 
needs which affect a much larger pro- 
portion of the people in either their 
personal or business relations. This 
distinction would be still more ac- 
curate and the terminology more de- 
scriptive if the word “transporta- 
tion” were substituted throughout for 
the word “marine.” 

Although insurance on hulls and 
waterborne cargoes is of ancient 
origin, as we have noted, the “inland” 
lines are comparatively young and 
many of them still in the formative 
stages. But they are by no means 
inconsiderable. In fact, during the 
year 1928, the net “inland” premiums 
written by American companies and 
American branches of foreign com- 
panies aggregated nearly $43,000,000 
which is only $4,000,000 less than the 
net “ocean” premiums written by the 
same carriers. If past rate of growth 
is a reliable index, these lines show 
promise of becoming very substantial 
income producers. Already must the 


“ocean” business look to its laurels. 
SO 


Types OF INLAND TRANSPORTATION 
INSURANCE 

HE various coverages classed as 

“inland marine” or as “inland 
transportation” insurance, the latter 
term appearing more logical to the 
author, are quite numerous but are so 
frequently varied to meet changed 
conditions or particular needs as to 
defy comprehensive listing. As out- 
lined in an earlier article by the 
writer, published in the September, 
1929, issue of this magazine, they 
may be classed into several broad 
general groups, viz. (1) those de- 
signed to cover against loss to con- 
veyances in which persons or goods 
are transported, (2) those protecting 
a carrier or custodian against liabil- 
ity to others for loss or damage to 
their property, and (3) those cover- 
ing shipments by specified transporta- 
tion agencies, or particular items of 
property against a variety of risks, 
including those incident to transporta- 
tion. Contracts covering property at 
fixed locations against fire, tornado or 
other hazards might be listed as a 
fourth group. These have been writ- 
ten by some companies to overcome 
the lack of flexibility in the fire un- 
derwriting plan of handling multiple 
location risks, or, under the guise of 
meeting modern business require- 
ments, have been used to circumvent 
the fire insurance rating laws in vari- 
ous states under which inland trans- 
portation policies are not subject to 
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supervision. If no perils of transpor- 
tation are contemplated by these poli- 
cies, they do not rightfully belong in 
the field of marine insurance, as ref- 
erence to the foregoing definition will 
disclose. Moreover, establishment of 
the Interstate Underwriters’ Board 
about two years ago has enabled fire 
underwriters more satisfactorily to 
provide “multiple location” or “gen- 
eral cover” contracts for chain stores 
or other business concerns with 
branches or warehouses at different 
locations. Further discussion of such 
is not within the purview of this ar- 
ticle, our attention turning now to 
those types of contracts included in 
the third group. 


OSS 
BusINEss ForMs 
RANSPORTATION perils 
may endanger property devoted 
to business purposes or that which is 
primarily dedicated to personal or 
family use. Previous articles of this 
series have presented the forms of 
insurance devised for shipments by 
freight, railway express, motor truck 
and inland steamer, and by registered 
mail and parcel post. Parts I and II 
of this article will embrace other busi- 
ness forms, a discussion of the per- 
sonal and family types being reserved 
for Part III. Selection of certain con- 
tracts for consideration under either 
head does not imply that they are the 
only ones available, that they are nec- 
essarily the most important from the 
point of premium income, or that all 
companies with inland transportation 
departments write them in the form 
described. Those chosen are suffi- 
ciently typical, however, to suggest 
the types of protection available even 
though variations from these are lim- 
ited only by the ingenuity of agents, 
brokers and underwriters. The order 
in which they are described has no 
significance, the importance of each 
from the standpoint of premium in- 
come varying with different com- 
panies. They are grouped under four 
captions depending on whether the 
contracts are intended for insuring 
the merchandise of a business man, 
equipment incident to his business op- 
erations, goods of customers left in 
his care, or other property. 
ooCOw! 
MERCHANDISE 
S elsewhere noted, certain inland 
transportation insurance poli- 
cies designed to protect merchandise 
and valuables in transit have already 
been made the subject of special arti- 
cles. Other types of coverage have 
been devised primarily for: 
Instalment Sales—Extension of the 
instalment payment to a great variety 
of commodities in late years with a 








tremendous increase in the volume of 
sales handled on that basis has been 
accompanied by many economic prob- 
lems. One of these has been the need 
for a form of insurance to protect the 
seller if the property sold should be 
lost or damaged by some peril be- 
fore the customer has finished paying 
for it. Contracts variously known as 
“deferred payment merchandise,” 
“instalment,” or “instalment house” 
insurance have accordingly been de- 
vised for that purpose. Generally 
speaking, they are of two kinds. The 
first is intended to cover the full re- 
placement value of the property, thus 
enabling the seller in case of a total 
loss to collect the gross selling price 
from the insurer, and replace the 
article destroyed, the purchaser con- 
tinuing his payments under the orig- 
inal contract as if no loss had oc- 
curred. When this form is employed, 
the cost of the insurance is ordinarily 
passed on to the purchaser. The sec- 
ond form covers only the unpaid bal- 
ance, or the insured’s actual equity in 
the property destroyed. Under both 
types, protection usually is against 
fire and lightning at all times, and 
certain perils of transportation while 
goods are in transit. Other hazards, 
as tornado, earthquake, flood, riot and 
civil commotion, explosion, breakage, 
and theft may sometimes be covered 
by special endorsement upon payment 
of an extra premium. Several plans 
of reporting instalment sales and pay- 
ing premiums for insurance on them 
have been evolved to meet the particu- 
lar needs of policyholders. 

Approval Transactions—In_ the 
event merchandise is leased, loaned, 
rented or sent out on approval, it may 
be insured for actual value, or the 
dealer’s price, under a form of policy 
quite similar to that just described. 
Coverage on such property may even 
be written under the same contract 
with instalment sales. 

Exhibits—Under a somewhat simi- 
lar type of contract, goods on exhibi- 
tion at conventions or expositions may 
be insured at the place of exhibit 
against the risks of fire, lightning and 
theft, and, while in transit to and from 
such location, against the risks of fire, 
transportation and theft. 

Goods Being Processed—Merchan- 
dise in the course of transit to and 
from, or while contained in, the 
plants of processors (not owned by 
or controlled by the insured), as for 
instance, bleachers, dyers, tanners, 
silk finishers and throwsters, may be 
insured against fire and transportation 
perils. 

Salesmen’s Samples—Commercial 
travelers frequently carry samples of 











‘merchandise which are of substantial 
value. A large house with many rep- 


resentatives on the road may conse- . 


quently have a substantial amount of 
capital exposed to hazards more nu- 
merous and severe than those sur- 
rounding property at its regular places 
of business. Insurance may be se- 
cured on such samples and their con- 
tainers as well as on shipments of 
other samples by railway express to 
and from salesmen under either a 
“broad” or “limited” form. The for- 
mer grants protection against “all 
risks” with the exception of theft of 
property in or on unattended auto- 
mobiles or motorcycles, and loss or 
damage caused by dishonesty of at- 
tendants or infidelity of persons to 
whom the property is entrusted, or 
occasioned by wear and tear, moths, 
vermin, gradual deterioration, delay, 
inherent defect, improper or insuffi- 
cient packing or address, riots, strikes, 
labor disturbances and war. The lat- 
ter covers the risks of fire, lightning, 
navigation and transportation while 
samples are in the custody of a rail- 
road, railway express, steamship or 
transportation company, or while on 
automobiles or in any hotel, dwelling 
or business building, and against loss 
by theft of an entire trunk or ship- 
ping package in the custody of a com- 
mon carrier or while checked against 
receipt in a hotel or with other bailee. 
Other losses by theft and all losses 
from pilferage are excluded, as are 
those resulting to merchandise by 
breakage, leakage, marring, scratch- 
ing, wet or dampness, or by its being 
spotted, discolored, moldy, frosted, 
soured, rotted, steamed or changed 
in flavor, unless caused by a peril in- 
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sured against. Loss or damage caused 
by delay, inherent defect, improper 
or insufficient packing or address, 
riot, strikes, labor disturbances and 
war is likewise eliminated. Moreover, 
neither form covers loss or damage to 
merchandise located on the premises 
of the insured, or at permanent offices 
or salesrooms of his representatives, 
or where the insured carries specific 
insurance. 
OOD 
HE usual territorial limits are 
continental United States and 
Canada. Coverage on shipments of 
samples by railway express to and 
from salesmen is contingent upon a 
stated proportion of the value (as 
one-fourth, one-third or two-thirds) 
being declared to the express com- 
pany. Samples intended for sale, 
“peddlers” goods, or merchandise sold 
and shipped by the insured to others 
or purchased by the insured from 
others, do not come within the scope 
of the protection. Underwriters gen- 
erally do not care to insure fragile 
articles or those extremely valuable 
or particularly susceptible to theft, as 
expensive jewelry, furs and silk gar- 
ments. Extension of the usual cov- 
erage to include certain kinds of theft 
and pilferage losses is sometimes ob- 
tainable under special endorsement. 
Department Stores—All classes of 
merchandise ordinarily handled by 
department stores may be covered 
against the perils of fire, theft and 
transportation (1) while en route 
from the initial point of shipment to 
the store or warehouse of the policy- 
holder, and (2) while in course of de- 
livery to customers, including mer- 
chandise returned by customers at the 
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store’s risk. Claim payments in the 
first instance are based upon the in- 
voice value of shipments consigned to 
the insured and in the second, upon 
the retail price to customers. 

Jewelers—Until recent years large 
jewelry establishments could only se- 
cure adequate protection against the 
numerous hazards to which their 
stock was subject by purchasing a so- 
called “jewelers’ block” policy from 
Lloyds of London. As might be ex- 
pected, a large volume of premiums 
went abroad in violation of law. This 
led to a revision of the insurance stat- 
utes in some states to allow admitted 
companies to provide the same type 
of coverage for the jewelry trade. The 
New York amendments of 1925 are 
typical. They permit both casualty 
and marine insurance companies to 
amend their charters so as to include 
insurance against any and all kinds 
of loss or damage to precious stones, 
jewels, jewelry, gold, silver, and other 
valuable metals, whether used in busi- 
ness or trade and whether in course 
of transportation or otherwise. As the 
laws of the various states now stand, 
many marine insurance companies 
are privileged to write this class of 
business and some of them are do- 
ing so. 

Though nominally “all risks” insur- 
ance on property owned by or en- 
trusted to the insured, whether in 
transit or at a permanent location, the 
jewelers’ block policy ordinarily ex- 
empts the insurer from liability for 
loss or damage from dishonesty on 
part of the insured or of any em- 
ployee, broker or customer; loss or 
damage to property while being 

(Continued on Page 30) 
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More and More Airplanes Are Being Used For Carrying Merchandise, Thus Adding a New Hazard 
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Insurance In the Courts 


Late Decisions In A Variety of Cases Involving Controversy Over 
Disputed Points In Law Or In Fact 


FIRE INSURANCE CASES 


FarM APPURTENANCES. TEMPORARILY OFF 
PREMISES. (Wisc.) Defendant issued to 
the plaintiff its policy of insurance against 
the destruction of property. Under item 
17 of the description of the property in- 
sured, “harness, saddles, robes, blankets,” 
were insured “while on or temporarily off 
the premises.” The plaintiff was a farmer. 
For a number of years it had been his cus- 
tom to run logging camps at considerable 
distances from his farm. At the time of 
the issuance of the policy, there was stored 
on his farm a quantity of horse blankets, 
which was usually and customarily used by 
him as bunk coverings in his logging 
camps. Sixty-seven pairs of said blankets 
were destroyed by fire, while they were 
being used in the manner indicated in a 
logging camp. The defendant refused ad- 
justment under the policy on the ground 
that they were not insured under the terms 
of the policy, because at the time of the 
fire they were neither “on or temporarily 
off the premises,” where located at the time 
of the issuance of the policy. Hetp that 
it is certain that the company intended to 
insure these blankets. The agent of the 
company knew the use to which these blan- 
kets were devoted. He knew that they 
would be taken into the logging camps dur- 
ing the winter season. In view of this 
knowledge, the policy expressly covered 
them “while on or temporarily off the 
premises.” Unless the policy be construed 
to include the specific removal within the 
minds of both parties at the time the policy 
was written, the plain purpose of the con- 
tract would be defeated. McManus, Jr. v. 
Home Insurance Co. Supreme Ct. Wis. 
Decided March 4, 1930. Requisition No. 
C.C.H. 11783. 


PAYMENT OF PREMIUM. INDEPENDENT 
AGENT. SuBMISSIBILITY. (Mo.) The plain- 
tiffs were engaged as partners in the lum- 
ber and timber business. They procured 
a policy of fire insurance on certain lum- 
ber and timber. The property covered by 
the policy sued on was destroyed by fire. 
Defense is that one Auber Smith, who 
holds himself out to the public and to the 
defendant as an independent insurance 
broker, was in fact in the employ of the 
plaintiffs on a salary, attending to the plain- 
tiffs’ business in procuring the policy sued 
on; that the relation between the plain- 
tiffs and Auber Smith was unknown to 
the defendant, and that the concealment of 
that relation constituted a fraud which 
would vitiate any payments made by plain- 
tiffs to Auber Smith as premiums on this 
and other policies. In order to show that 
they had paid the premium, the plaintiffs 
introduced a check for $1150, signed by 
A. B. Smith Lumber Company, payable to 
Auber Smith. Auber Smith, instead of 
transmitting to defendant the money, pro- 
ceeds of those checks, used $1141.00 to pay 
an overdraft. Hetp that the premium on 
this policy in suit was paid unless Auber 
Smith’s alleged double agency constituted 
such fraud as to relieve the defendant from 
liability, and that was a matter for the 
jury. It will be noted that all through the 
correspondence the defendant treated 
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Auber Smith as the person liable to it for 
those premiums, as an independent broker. 
In like manner they held him liable for the 
total premiums before the alleged cancei- 
lation. It would be singular if A. B. Smith 
with $100,000 worth of lumber on hand 
would deliberately allow his insurance 
policies to lapse for non-payment when ap- 
parently he was fully able to pay the pre- 
miums. The plaintiffs from the start opened 
their books and paper for the inspection 
of defendant's agents; apparently with no 
attempt to conceal anything. A submissible 
case was made out. Smith & ano. v. Ohio 
Millers’ Mutual Fire Ins. Co. Supreme Ct. 
Mo. Decided March 4, 1930. Requisition 
No. C.C.H. 11660. 


Lire TENANTS. RIGHT OF RECOVERY. 
Hep that the life estates of tenants in 
common in a lot upon which a house is 
situated is an insurable interest in the 
house, and a policy of fire insurance issued 
thereon is valid and enforceable. Where 
a policy of fire insurance is issued to ten- 
ants in common for life for the benefit of 
themselves and the remaindermen, the ten- 
ants in common for life may recover the 
full value of the policy, after loss, as trus- 
tees of the remaindermen. Where the 
agent of the insurer, with full knowledge 
that the insured were tenants in common 
for life in the property upon which appli- 
cation for insurance is made, and after the 
request of the insured that a policy be is- 
sued protecting all interests in the property, 
issues a policy for the Insurer providing 
that the policy should be void if the in- 
sured was not the sole and unconditional 
owner, the knowledge of the agent will be 
imputed to the company issuing the policy 
and accepting the full premium, and it will 
be held to have waived the provisions in 
the policy as to ownership. Where an in- 
surance company consents to the transfer 
of the policy by the insured to another who 
is a tenant in common for life with him, 
the company is estopped to deny the valid- 
ity of the transfer. Houck & ano. v. 
American Eagle Fire Ins. Co. Supreme 
Ct. N. C. Decided February 12, 1930. 
Requisition No. C.C.H. 11377. 


OpeEN Poticy. IMPROVEMENTS AND BEt- 
TERMENTS. LESSEE’S INTEREST. ( MINN.) 
A lessee procured an open fire policy on 
“improvements and betterments” made by 
him but which under the lease became the 
property of the lessor, the lessee’s only in- 
terest being the right to use them during 
the relatively short period which the lease 
had to run. Hep, that an award, on a 
total loss, as for full “sound value” was 
erroneous, the lessee’s only right of recov- 
ery being for the loss of his right to use 


the insured property for the remainder of 
the term of the lease. Harrington v. Ag- 
ricultural Insurance Co. Supreme Ct. 
Minn. Decided March 14, 1930. Requisi- 
tion No. C.C.H. 12462. 


Motion TO AMEND JUDGEMENT. 
DICTION. RATE ADJUSTMENT. (KANS.) 
Hetp that the matters involved in the 
settlement agreement and in the orders of 
the Superintendent of Insurance modifying 
the insurance rates for the period covered 
by the litigation, and promulgating other 
rate orders effective for the future have 
not had the attention of the trial court. 
The court therefore deems it outside the 
scope of its appellate jurisdiction to deal 
with them. Moreover, the courts of this 
state do not have rate making power. The 
Superintendent of Insurance has ample 
authority to approve, modify, or change 
insurance rates, and he needs no judicial 
sanction of this court or of the District 
Court to exercise the functions of his of- 
fice. The legislature has vested him with 
power, and his is the responsibility. So, 
too, within the limits of R.S. 75-702 and 
other statutory provisions in pari materia 
the Attorney General has discretionary 
power to prosecute, defend, compromise 
and dismiss law suits in which the state 
is interested. The joint-motion to amend 
judgment will have to be denied. Its de- 
nial should not be construed to mean a de- 
nial of the right of the parties to carry 
their agreed settlement into effect, nor as 
a restriction on the power of the District 
Court to deal as it may be advised with all 
such matters incidental to the main cause 
as have arisen since its judgment was en- 
tered on October 24, 1925. Aetna Insur- 
ance Co. et al. v. Travis. Supreme Ct. 
Kansas. Decided March 8, 1930. Requisi- 
tion No. C.C.H. 12197. 


Lack oF TITLE. NECESSITY OF KNOWL- 
EDGE. (Ky.) Appellee brought this suit 
against the appellant to recover on a policy 
insuring her against loss of or damage by 
fire to a frame dwelling. Appellant denied 
that the appellee owned the property, 
claiming that the appellee held the property 
under a deed which conveyed her no title 
because the ownership was in the daughter 
of the appellee, who was a married woman, 
and because in the deed which undertook 
to convey the property to the appellant, the 
name of her husband Robert Mears ap- 
peared nowhere in the body of the deed. 
Appellee alleged that she did not know that 
she did not have title to the property in 
question ; that she had paid to her daugh- 
ter the full purchase price of the property ; 
that in good faith she believed at the time 
she insured it that she had good title to it 
and that after it was discovered that she 
did not have the title which was after the 
loss of the property, her daughter and her 
husband by proper deed conveyed her the 
title. Hetp that the policy contained the 
clause about “sole and unconditional own- 
ership.” The appellee knew or was bound 
as a matter of law to know that she had 
no title. It is conceded that the attempted 


Jurts- 


conveyance to the appellee conveyed under 
the laws of this state no title whatever. 
She had no title to the property. Her good 


(Continued on Page 25) 

















‘ Fund Dividend Rates 
Are Modified 


RANK J. CREEDE, manager of 

the California State Compensa- 
tion Insurance Fund, has announced 
a plan of apportioning dividends to 
policy holders, giving a greater re- 
ward to those who have helped pro- 
duce surplus earnings, and no divi- 
dends to those with poor accident 
records. 


By the new method a minimum 
dividend formerly paid regardless of 
individual experience has been done 
away with, and no dividends will be 
paid on policies producing a loss ra- 
tio in excess of 95%, except in the 
case of those with premiums of $300 
or less, which will receive a dividend 
based on the surplus earnings con- 
tributed by their group. 


According to Mr. Creede, this will 
be an incentive “to attain the greater 
rewards of safety” and to encourage 
action on the part of policy holders 
with poor loss experience, if they 
wish to reduce insurance costs. 


The statement of the manager fol- 
lows: 


To more effectively further the impor- 
tant work of accident prevention and to 
give a larger reward for safety efforts to 
those policyholders whose low accident 
records demonstrate that they have given 
whole-hearted attention to the elimination 
of accidents; the fund has modified its 
dividend plan to further emphasize the 
value and necessity of safety work. 

During the year 1929, in State after 
State throughout the Union, compensation 
rates were substantially increased. In the 
final analysis, accidents and their costs fix 
and determine the rates charged. It is 
only through the prevention or reduction 
of accidents that compensation costs can 
be lowered. 


Although the majority of employers, for 
humanitarian reasons alone, make every 
effort to prevent the loss of life and limb 
and its accompanying suffering and eco- 
nomic loss, there are some employers who 
have not fully realized the practical value 
of intelligent safety effort. The fund 
dividend plan has always taken into con- 
sideration the loss ratio of the individual 
employer in apportioning dividends to fund 
policyholders. 


The new plan carries this basic idea a 
step forward and gives a larger reward 
to those policyholders who have helped 
produce the surplus earnings out of which 
dividends are paid. Those policyholders 
who have had poor accident records, and 
who have contributed no saving which 
could be shared by all fund policyholders, 
will not receive a dividend. 


The minimum dividend formerly al- 
lowed, even when the losses exceeded by 
many times the premium paid, has been 
eliminated in the new plan. When the 
loss ratio reaches 95 per cent a minimum 
dividend of 5 per cent will apply, because 
at that point the premium dollar vanishes. 
On such policies the entire premium dol- 
lar will have been returned to the policy- 
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holder, as the losses incurred, plus the 
minimum dividend of 5 per cent, will equal 
the entire premium collected, leaving noth- 
ing for the overhead cost involved in ad- 
justing the claims and rendering the many 
other services that the policyholder re- 
ceived during the policy period. 

On those policies which produce a loss 
ratio in excess of 95 per cent no dividend 
will be paid, as they have not only pro- 
duced no savings to be distributed, but 
have been carried by those whose good 
loss records have made savings possible. 

Policies with premiums of $300 or less 
will receive a dividend based upon the 
earnings contributed by their groups, ir- 
respective of individual loss ratio, as it is 
not practical to give consideration to the 
loss experience of the individual risk for 
policies in this class. 

The new fund dividend plan is a real 
contribution to the movement of lowering 
compensation costs. It will give an incen- 
tive to all employers insured with the 
fund to attain the greater rewards of safe- 
ty, and will focus the attention of those 
employers whose safety records have been 
poor on the necessity for action if they 
desire to share in the reduction of insur- 
ance costs which the fund dividend plan 
provides. 

So that all fund policyholders may share 
substantially in the dividends distributed, 
we ask that you cooperate with our safety 
engineering department in carrying out any 
of the safety measures which may be 
recommended for the improvement of your 
risk. The services of the safety engineer- 
ing department of the fund, with its engi- 
neers who are specially trained for the 
particular industries they are assigned to 
serve, are always available to you, and we 
urge that you submit to the department 
any accident-prevention problem that may 
at any time confront you. 

Remember that the net cost of your 
compensation insurance lies with you. 
Accidents and their costs determine not 
only your dividend, but also your rates. 


oo 


Insurance Statistics From 


State of Oregon 


ON. CLARE A. LEE, Insur- 

ance Commissioner of the State 

of Oregon, under date of June 6th, in 

his resume of the work of his depart- 
ment, says in part: 


Two Brttions or INSURANCE IN Force IN 
OREGON 


The insurance business in the State of 
Oregon made rapid gains within the past 
few years until the total amount of insur- 
ance in force has reached the tremendous 
volume of approximately two billions of 
dollars in protection against loss of lives, 
health and property. Some conception of 
the annual scope of the insurance business 
in the state may be gained from the state- 
ment that 601 companies transacting all 
classifications of coverage collected over 
forty millions of dollars in premiums and 
fees during the year 1929 and paid out in 
losses and claims nearly twenty millions 
of dollars. 


Fire insurance, stock and mutual, con- 
stitutes the major item of the business as 
a whole and provides protection for prop- 
erties of the estimated sound value of one 
and one-half billion dollars against void- 
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able or unavoidable catastrophe; over sev- 
en hundred million dollars in life insur- 
ance, old line, mutual and fraternal, afford 
means of relief to the aged and minor 
dependents of policyholders, and 128 com- 
panies writing health and disability insur- 
ance give protection to thousands of others 
for sickness and disaster. 

Over ONE BILLION IN FIRE PROTECTION 

The total amount of fire insurance in 
force on properties in the State of Oregon 
on December 31, 1929, exclusive of that 
written by automobile, marine and recipro- 
cal companies, was $1,068,417,521. Of this 
amount $808,875,814 was carried by 220 
stock fire insurance companies and $259,- 
541,707 by 29 mutual companies. Of this 
latter amount $114,189,837 or 55.6 per cent 
was carried by the six Oregon mutuals. 

The amount of risks outstanding at the 
close of 1929 is an increase of $52,784,884 
or 5.2 per cent over the amount of insur- 
ance in force on December 31, 1928, and 
held by practically the same number of 
companies in each classification. 

OreGon CitTIzENS GAIN AS BENEFICIARIES 

The total amount of premiums collected 
less reinsurance by life companies during 
1929 was $21,369,641, an increase of $1,- 
703,695 or 8.7 per cent over 1928, and paid 
claims to Oregon citizens less reinsurance 
amounting to $8,743,296, an increase of $1,- 
575,693 or 21.9 per cent over the previous 
year gain in revenue for the state. These 
companies paid the state an aggregate of 
$384,578 in taxes on net premiums collected 
for the year 1929 which was an increase of 
$30,474 over the amount of taxes collected 
from life companies in 1928. 

One hundred and twenty-eight companies 
engaged in writing health, casualty, dis- 
ability and miscellaneous classes of insur- 
ance collected $6,937,597 in net premiums 
during 1929, an increase of $634,177 over 
the collections for 1928, and paid out $3,- 
522,989 in net losses in. 1929 as compared 


to $3,407,657 in 1928, an increase of 
$115,332. 
REVENUE VoLUME Grows; EXPENSES 
REDUCED 


During the calendar year 1929 the de- 
partment issued licenses to 601 insurance 
companies and 18,892 insurance agents’ 
licenses. There were 56 new companies ad- 
mitted to transact business in the state 
during the report year and there were 17 
withdrawals, making a net gain of 39 for 
the year. 

Notwithstanding the additional labor 
and supplies occasioned by the increased 
volume of business, reflected in the 4 per 
cent growth in revenues during the calen- 
dar year and the expenses involved to meet 
the demands of occupancy of the new quar- 
ters in the state office building, I am pleased 
to report that the operating revenues for 
the year 1929, amounting to $32,244.61, rep- 
resent a reduction of $3,893.29, or 10.8 per 
cent from the operating costs of 1928, and 
that the cost of administering the depart- 
ment the past year was but 3.9 per cent of 
the departmental revenues. 


> 


District of Columbia 


(Continued from Page 10) 
business is that found in the provisions of 
the Act of March 4, 1922, supra, with the 
only exception of the special grant con- 
tained in Section 653 of the Code, especial- 
ly referring to health, life and accident 
insurance companies or associations. 

Witram W. Brive (signed) 
Wittram W. Brine, 
Corporation Counsel, D. C. 
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Another Wild Yarn 


T is a favorite indoor sport for many trade papers, 
| other publications, and business men in general, 
to criticise state and national office holders, and 
indeed charge all politicians with hypocritical prac- 
tices and rank forms of dishonesty. It is pointed out 
that often the politician, for his own ulterior purposes, 
plays upon the economic illiteracy of the people, 
throwing dust in the eyes of the public by misrepre- 
senting the railroads, the public utilities, the banks, 
the insurance companies and other big industries. 

Taking a look at the other side of the picture, it 
would be well for business to remember that this 
method of furthering self interest is not confined to a 
certain class of office holder. 

One of the pet forms of misrepresenting the busi- 
ness of mutual insurance by certain stock company 
interests and their agents, is the anonymous circular 
and pamphlet bearing nothing to indicate the writer 
or the distributor of the information. A typical circu- 
lar of this kind is purported to have been written by a 
“former mutual man,” who apparently is so lacking in 
confidence in his own honesty and the truth of what 
he writes, as to think it best to conceal his identity. 
Others bear the somewhat dubious name of “The 
Committee on Education and Publicity,’ while some 
of the more flagrant sort bear no identification marks 
of any kind. A few of the circulars carry a set of 
hypothetical questions pertaining to mutual insur- 
ance and incorporate dishonest answers designed to 
serve the interests of stock insurance. These answers 
are supported by citations of certain court decisions, 
which when read and analyzed do not at all furnish 
authoritative support to the specious reasoning in the 
self-serving answers. 


a ae De MO 


HEN occasionally an anti-mutual effusion is 

published with the name of the company dis- 
tributing it, and the name of the author, we are moved 
to compliment both the distributor and the writer on 
their honesty, although we cannot do so with respect 
to their accuracy. In the June, 1930, Bulletin distrib- 
uted by the American Surety Company of New York 
and the New York Casualty Company, appears an 
article entitled “Mutual Companies’ Competition,” 


by William MacInnes, Manager Automobile Insur- 
ance Division, New York Casualty Company. This 
screed importunes the agent not to ask his company 
to meet mutual competition by reducing the rates be- 
low the margin of safety, as is generally the accepted 
and most widely-used method of dealing with such 
situations, regardless of the resulting discrimination 
against the other policy-holders of the stock company. 
As a substitute for this devious rate cutting procedure, 
the agent is urged to hornswoggle the public by libel- 
ing mutual insurance with arguments equally as de- 
vious because deduced from a group of supposed 
authoritative statements which need but a cursory 
examination to disclose their ingenious falsity. 

Apparently the author of the article, who is doubt- 
less a lawyer or a person of some legal training, was 
willing to disclose his identity because of an overdose 
of confidence in his superior ignorance of the subject 
on which he was writing. He cites erroneously a list 
of thirty-four states whose citizens, in their wisdom, 
have placed in their constitutions the proviso that the 
state cannot pledge the credit of its people in con- 
nection with mutual insurance. Then, in support of 
his absurd statement, he quotes from a decision of the 
Court of Common Pleas of Erie County, Pennsyl- 
vania, which granted a perpetual injunction restrain- 
ing the School District of Erie from insuring public 
school property in a mutual fire insurance company 
on the ground that a statute authorizing such insur- 
ance was unconstitutional as in violation of the credit 
clause of the constitution. 


IO 


O HUM, if the poor fellow is as badly informed 

in other lines of knowledge as he is in insurance 

law, he must still be riding in ox-carts, and reading 

by the light of tallow candles. Does he not know that 

the Erie case has long since been reversed by the 

Pennsylvania Supreme Court, which said, with cogent 
reasoning: 

The constitutional provision was designed to prevent 
municipal corporations from joining as stockholders in 
hazardous business ventures, loaning their credit for such 
purposes, or granting gratuities to persons or associations 
where not in pursuit of some governmental purpose. 
Taking of insurance in a mutual company with limited 
liabilitv is not within the inhibition, for the district does 
not become strictly a stockholder, nor is it loaning its 

1 credit. 

Thus is the foundation blown from under the legal 
argument advanced by the stock company advocate. 
Then why, may we pause to ask, does the author seek 
to lead the reader to believe that thirty-four states 
forbid mutual insurance of public property? Is he 
ignorant or deliberately mendacious? 

As a matter of fact, several of the states he men- 
tions have Supreme Court decisions in favor of mu- 
tuals as strong as, or stronger than the Pennsylvania 
decree; one of them has the mutual provision in the 
constitution itself, and the weight of the law in all the 
others is distinctly on the side of the mutuals. We 
can go further and point out that in no state in the 
entire Union is there a Supreme Court decision which 
upholds the statement made by Mr. MacInnes. How, 
in the face of such authority, can he have the self- 
gullibility to infer that thirty-four states would follow 
the one decision of a Court of Common Pleas in Penn- 
sylvania. Any student of the law would, instead, 


come to the inevitable conclusion that State Supreme 
Courts in general, when confronted with this ques- 
(Continued on Page 29) 
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Life-Lights Against A Business Background 


Reminiscing Over the Fourth 


E were sitting out on the 
broad porch of the club 
house. It was the morning 

of July 4, and the temperature was 
in keeping with the day. My busi- 
ness friend and I had been once 
around the course—eighteen holes 
before lunch, which is our limit. 
Never mind asking about the 
scores. They were nothing to brag 
over. 

We had been under the showers 
—a very necessary bit of ritual— 
and we were now sipping cool 
liquid from tall glasses. It was law- 
ful liquid, let me hasten to say, in 
which the juice of oranges formed a 
chief component. 

Something of the spirit of the day 
was in my breast. I have made a 
practise of reading the first two 
paragraphs at least of the Declara- 
tion of Independence on every re- 
curring Fourth. It is rather a good 
habit for an American. I recom- 
mend it. My mind was revolving 
several ideas more or less derived 
from my earlier perusal of the great 
document, and I presently spoke. 

“Somewhere I read recently the 
statement of one of our prominent 
public vocalizers in which he ex- 
pressed the opinion that business is 
the chief factor in the shaping of 
American life. Do you agree?” 

DOD 


I ADMIT the question was put 
rather suddenly—out of the 
blue sky, as it were—because we 
had been silently imbibing up to 
that moment. My friend set down 
his glass, adjusted himself with an 
air of self-contented comfort, and 
answered. 

“Of course I agree. Why not?” 

“Well,” I said, “there are other 
things which might be considered, 
you know—politics, for example, or 
religion, or education.” 

“All right,” replied he, “consider 
him. What controls politics? Busi- 
ness. What builds the churches 
and pays the preachers’ salaries? 
Business. What endows the uni- 
versities. and keeps the professors 
going? Business. Yes, sir; I should 
say business is the chief factor in 
shaping American life. Where 


would any of these other things be 
without it?” 

“It sounds convincing,” I granted, 
“and I suppose as a. business man 
you take a good deal of pride in the 
reflection.” 


By S. J. DUNCAN-CLARK 


“Oh, I don’t know that I would 
say that, exactly; but it occurs to 
me at times that we business men 
get less credit than we deserve for 
what we do. I am just a little bit 
tired of having you high-brows._ re- 
fer to us in patronizing amusement 
as Babbits—and that is perhaps the 
least uncomplimentary thing you 
say about us.” 





“TI make no pretension to being a 
high-brow,” I said, “and the epithet 
is as offensive to me as Babbit is to 
you. However, while I am perfect- 
ly willing to give you generous 
credit, I cannot help wondering 
whether you have considered the 
full measure of responsibility which 
rests on a vocation that admits it- 
self to be the chief factor in shaping 
American life. There is a lot that 
is mis-shapen as I see it. Do you 
want the blame for that?” 


“Whether we want it or not we 
often get it,” he replied. 

“Well, isn’t it coming to you?” I 
persisted. 

“T suppose some of it is,” he ad- 
mitted. “Business is not one hun- 
dred per cent perfect, any more 
than any other human institution. 
It is unreasonable to expect it to 
be. But what have you got in your 
mind specifically ?” 

“Nothing very specific,’ I said, 
“but if business controls politics, 
why is politics so rotten? Does it 
reflect business? If business builds 
the churches and pays the preach- 
ers why does it pay so little atten- 
tion to what the churches represent 
and the preachers say? If business 
endows the universities and keeps 
the professors going why does it 
so often protest against the social 
and economic views which are ex- 
pressed in the class-rooms ?” 

QO 


‘6 OW you are talking like a 

radical,” he said. “Business 
is up against actualities in an im- 
perfect world. The professors are 
thinking in a world of theory. 
There may be a lot of truth in what 
they think, but let them tackle the 
job of applying it and see how far 
they get. They travel faster than 
the world in which they live, and 
when they give out their so-called 
advanced views for public con- 
sumption they disturb a whole lot 








of folks who jump to the conclusion 
that the millennium can be had 
right here and now if business would 
only adopt the class-room ideas. 
Business has its hands full of jobs 
that must be done at once, and it 
gets annoyed when doing the jobs 
is made more difficult. As for the 
churches and the preachers, some- 
thing of the same can be said. But 
in fairness you will have to admit 
that if square-dealing and the 
spirit of service are elements in the 
pulpit message business is doine 
more today to establish them as 
guiding principles in its conduct 
than ever before in history.” 

“In the spirit of fairness I admit 
it,” I said, “but what of rotten poli- 
tics?” 

“That is a tougher problem,” he 
conceded. “I am not very proud of 
our record there. But there are two 
sides to the picture. Business has 
been often held up by the politi- 
cians. It has been assailed by the 
demagogues and the envious. It 
has had to protect itselfi—to fight 
the devil with fire. I know that is 
not a perfect alibi, but it is a hu- 
man alibi.” : 

“And admissible as long as you 
are not claiming perfection,” I 
agreed. “But the thought that is 
running in my mind is this: If busi- 
ness is the chief factor in shaping 
American life is it not under obli- 
gation to take very seriously the 
responsibility that involves? Must 
it nédt consciously develop a patriot- 
ism of business which will look 
with broad vision upon its oppor- 
tunities, and recognize that its in- 
fluence for good or ill is extending 
potently into every avenue of 
American thought and endeavor? 
Recently a state’s attorney told me 
that in his efforts to break up rack- 
eteering in his community he had 
been unable to get any helpful co- 
operation from the business men. 
They wanted the job done, but they 
were afraid to lend assistance. A 
college president told me that the 
chief difficulty encountered in the 
attempt to inculcate ethical princi- 
ples in the minds and hearts of his 
students lay in the examples set by 
business men in his city.” 

RySSy 
66 ES,” he answered, “I think 
you are right. I think busi- 
ness must become more clearly 
(Continued on Page 18) 
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Hon. Albert Conway Appointed to 
Kings County Bench 


T is a matter for regret that a man 

of the abilities of Hon. Albert 
Conway, until July 1st, Superintend- 
ent of Insurance of New York, should 
leave the department just as his poli- 
cies are becoming consolidated into 
action for the benefit of the business 
as a whole in the Empire State. Dur- 
ing his short term since January Ist, 
1929, he has enforced the New York 
insurance laws with such fairness and 
vigor that his department has com- 
manded extreme respect and con- 
fidence. While looking with sympa- 
thy on the perplexities of the insur- 
ance world he has not hesitated to 
discipline companies found guilty of 


From the Michigan 
Department 


ig MRMATION concerning rul- 
ings and other matters recently 
issued by the Michigan Commission- 
ers’ office over the signature of Hon. 
C. D. Livingston, include: 


Your attention is hereby directed to the 
following opinion rendered by the Attor- 
ney General of the State of Michigan. We 
quote from his letter dated May 1, 1930: 


“Since Conversion Insurance is a form 
of casualty insurance, I would suggest 
that you send this company a copy of 
our letter written you today in connec- 
tion with a similar question submitted 
by you.” 


“Section 1, Subdivision 1, Chapter 1, 
Part 4, of the Insurance Code, as amend- 
ed by Act 154, Public Acts of 1929, au- 
thorizes any number of persons not less 
than seven, to incorporate for the pur- 
pose of insuring dwelling houses and 
other property against loss or damage 
by fire, earthquake, lightning, wind, wa- 
ter and certain other causes not includ- 
ing burglary or theft. Section 6, Sub- 
division 2, Chapter -1, Part 3, as last 
amended by the 1929 Act cited, declares 
that: 


“ ‘No company, association, individual 
or association of individuals, formed un- 
der the laws of this or any other state 
or foreign government, whether incorpo- 
rated or not, shall directly or indirectly 
transact business of casualty insurance 
as set forth in section two, subdivision 
one, of this part, unless possessed of a 
certificate of authority from the com- 
misioner of insurance.’ 


“The statutory citation above given 
includes insurance against burglary and 
theft. In the absence, therefore, of ex- 
press authority from the Commissioner, 
a Fire, Insurance Company may not 
write burglary insurance.” 
Therefore, Fire companies 

write Conversion Insurance. 
Very truly yours, 


Cc. D. LIVINGSTON, 
Commissioner. 


may not 


wrong practices, even going to the 
extent of levying fines where that 
type of punishment was indicated. 

Having come from the field of the 
law he has looked upon insurance 
problems from a lawyer’s as well as a 
business man’s standpoint, and the 
blending of the two has worked to rid 
his state of notable evils. 

Kings County is to be congratulated 
on the elevation to its bench of so 
experienced and well prepared a man 
as Mr. Conway. It is certain that 
his fine legal mind, and exceptionally 
vital personality will make his career 
as a judge as outstanding as has been 
his record as Commissioner. 


Fictitious Fleets 


On July 8, 1929, we addressed a letter to 
each company writing automobile insur- 
ance in Michigan in regard to so-called fic- 
titious fleets. It was hoped that the ruling 
would be respected by all companies writ- 
ing automobile insurance in Michigan, but 
it is found that some are disregarding this 
ruling. I do not think that the companies 
are intentionally doing so, and I am again 
writing to you asking you to cease writing 
so-called fictitious fleets. 


Since the above letter was sent out, the 
National Convention of Insurance Com- 
missioners unanimously voted against this 
practice and the National Association of 
Insurance Agents at its spring meeting in 
North Carolina took a_ strong position 
against the writing of such fleets and ap- 
proved the action of the National Conven- 
tion of Insurance Commissioners. 


I am asking also that you advise each of 
your agents in this State who solicits or 
writes automobile insurance that he cease 
writing fictitious fleets in the State of 
Michigan. 


I trust this matter will réceive your care- 
ful consideration unless you wish to 
jeopardize the continuation of your au- 
thority to operate in this State. You are 
advised that I shall take prompt steps 
without further notice to suspend or revoke 
the license of any company or agent that 
I find violating the above mentioned ruling 
after the receipt of this letter. 


Kindly have an Executive Officer of 
your Company acknowledge receipt of this 
letter. 


Very truly yours, 
C. D. LIVINGSTON, 


Commissioner. 


Automobile Insurance Rates 


The writing of insurance covering auto- 
mobiles of relatively the same hazard at 
variable rates is contrary to the statutes of 
the State of Michigan and violates the 
Anti-Discrimination Law. Further, such 


deviation from legitimate practices brings 
an insurance company into conflict with 
the legal requirements of the Michigan 





statute that such company must be safe, 
reliable, and entitled to public confidence. 
Variation in rates charged for like risks 
by any automobile insurance company will 
be regarded by this Department as dis- 
criminatory and wholly illegal. 

This ruling is found necessary on ac- 
count of the entire disregard of proper 
practices by many companies in the writing 
of so-called “fleets”. A bona fide auto- 
mobile fleet is hereby defined as 


“Five or more automobiles or trucks 
owned and operated by an individual, 
partnership, or corporation, shall consti- 
tute a fleet, with the exception that a car 
or truck privately owned but used in the 
business of an individual, partnership or 
corporation may be included in a fleet, 
for liability and property damage only, 
provided the premium is paid by such 
individual, partnership or corporation.” 
Compliance with this ruling is manda- 

tory and please acknowledge receipt. 


Very truly yours, 
C. D. LIVINGSTON, 
Commissioner. 
Fictitious FLEETs 
AUTOMOBILE INSURANCE’ RATES 
Since our letter to you of March 
4th, we wish to advise that the follow- 
ing companies were admitted to do 
business in the State of Michigan 
since March 4th: 


FIRE 

Century Insurance Co., Ltd., of New 
York City. 

Standard Insurance Co. of New York, 
New York City. 

CASUALTY 

Belt Casualty Company, Chicago, Il- 
linois, to do automobile business as 
a stock company. 


LIFE 


Service Life Ins. Co., of Lincoln, 
Nebraska. 


RECIPROCAL 


Metropolitan Inter-Insurers, Ernest 
W. Brown, Inc., Attorney-in-fact, 
of New York City, authorized to do 
business as a fire reciprocal ex- 
change. 


The Grange Life Insurance Company 
of Lansing, was reinsured by the 
Michigan Life Insurance Company 
as of April 29, 1930. 


> 


Life Lights 


(Continued From Page 17) 
conscious that its full duty to so- 
ciety cannot be done by subscrib- 
ing to churches, charities, colleges 
and reform movements. I think it 
needs to develop courage and a 
larger spirit of personal service to 
accompany the service of its dol- 
lars. But give us time, old chap.” 

“All right,” I said. “And talking 
of time, it is one o'clock. How 
about some lunch?” 
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~ Valuation To Measure Fire Losses 


Discussion of Cases Concerning Recovery Under the Terms of the 
Standard Fire Insurance Policy 


CASH VALUE AS INTERPRETED BY THE 
REPORTED CASES 


UST as in damage cases, so in in- 

surance cases, courts frequently 
attempt to define value by such 
phrases as “market value,” “real 
value,” or “value to the owner.” 77 
These ambiguous and _ indefinite 
phrases, although they are given great 
prominence by the textbook writers,”* 
as if they really stated the rules of 
valuation, are worse than useless in 
arriving at sound conclusions as to 
what principles of valuation the 
courts are actually applying. What- 
ever generalizations it is possible to 
make can be secured only by a study 
of the types of evidence that judges 
admit and stress, as well as by an ex- 
amination of the instructions to the 
jury that are discussed by appellate 
courts in the published opinions. Be- 
cause of the different fact situations 
in different types of cases, it has been 
thought wise to divide the discussion 
into four sections which consider sep- 
arately the valuation of (a) merchan- 
dise in the hands of a dealer, (b) 
manufactured goods in the hands of 
the manufacturer, (c) personal prop- 
erty held for use, and (d) buildings 
for residential and commercial pur- 
poses. 








7 “The cash value of a thing is its fair 
market value.” Farmers Merc. Co. v. Ins. 
Co., 161 Iowa 5, 21, 141 N. W. 447, 454, 
(1913). “The expression ‘market value’ 
of an article, and its ‘actual cash value’ have 
practically the same meaning.” Manches- 
ter Fire Ins. Co. v. Simmons, 12 Tex. Civ. 
App. 607, 35 S. W. 722, 723 (1896). “Cash 
value” is not market value, under the facts 
but real value or value to the owner. Johns- 
ton v. Farmers’ Fire Ins. Co., 106 Mich. 96, 
99, 64 N. W. 5, 6 (1895). 

** RICHARDS, INSURANCE, supra note 3, 
296 et seq.; CLEMENT, FirE INSURANCE 
(1905) 91 et seg.; May, INSURANCE (4th 
ed. 1900) § 423 et seqg.; 6 CooLEy, op. cit. 
supra note 6, 5084 et seq. 

* Texas Moline Plow Co. v. Niagara Ins. 
Co., 39 Tex. Civ. App. 168, 87 S. W. 192 
(1905) ; Niagara Fire Ins. Co. v. Heflin, 22 
Ky. Law Rep. 1212, 60 S. W. 393 (1901) ; 
Fisher v. Crescent Ins. Co., 33 Fed. 544 
(C. C. W. D. N. C. 1887); Mutual Fire 
Ins. Co. v. Owen, 148 Md. 257, 129 Atl. 
214 (1925); Boise Assn. of Credit Men v. 
U. S. Fire Ins. Co., 44 Idaho 249, 256 Pac. 
523 (1927): Grubbs v. N. C. Home Ins. 
Co. 108 N. C. 472, 13 S. E. 236 (1891) ; cf. 
Mack v. Lancashire Ins. Co., 4 Fed. 59 
(C. C. D. Mo. 1880). 


By JAMES C. BONRIGHT 
and 
DAVID KATZ 


From the November, 1929, Issue of The Columbia 
Law Review. 


PART II 


This is one of a series of articles pre- 
pared by the writers and their associates on 
the judicial valuation of property for dif- 
ferent purposes. The completed study will 
be published in monograph form, under the 
auspices of the Columbia University Coun- 
cil for Research in the Social Sciences. 








A. Merchandise in the Hands of a 
Dealer 

ITH respect to the cases men- 

tioned both in this and in the 

following section, the peculiar prob- 

lem of valuation lies in the fact that, 

since the goods are designed for sale, 





Photo by Underwood & Underwood. 


their selling price might conceivably 
be taken as a measure of their value 
even though selling price might be re- 
jected as the test where the property 
is in the hands of a consumer. In the 
large majority of cases of this type, 
the main issue has been between a 
valuation based on mere replacement 
cost, which is contended for by the 
insurance company, and a valuation 
based on current selling prices (in- 
cluding a mark-up for profits) which 
is contended for by the insured. 

With respect to goods in the hands 
of dealers, as distinct from goods in 
the hands of manufacturers, the hold- 
ings are almost unanimous to the ef- 
fect that “cash value” means replace- 
ment cost rather than selling price.*® 
It is true that the rule of recovery 


Just the Exact Moment When the Fire Started is Often of Utmost Importance 
in Proper Adjusting 
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in cases of this kind is generally stated 
as the “current market value” at the 
time of the fire. ‘Market value,” 
however, has been interpreted to mean 
the market that is used by the dealer 
in purchasing the goods rather than 
the market in which the dealer sells 
the goods. Consequently, if goods 
are destroyed in the hands of a whole- 
saler the measure of recovery is the 
current selling price as quoted by 
manufacturers, whereas if the identi- 
cal goods are destroyed in the hands 
of a retailer the recovery is based on 
current wholesale price. In justifica- 
tion of this position the courts have 
repeatedly stressed the point that the 
recovery should be limited to indem- 
nity only and should, therefore, not 
include the unrealized profit that 
would be included in the selling price 
of the goods.*° 

It is obvious, however, that the al- 
lowance to a dealer of mere replace- 
ment cost would under certain cir- 
cumstances fall short of a complete in- 
demnity.*' This is notably true where 
the dealer is able to replace the lost 
articles only after the lapse of so long 
a time that he misses his market. It 
would also be true where the dealer’s 
place of business has been destroyed 
along with his stock of goods. The 
question arises, therefore, whether a 
court would permit a recovery in ex- 
cess of replacement cost, either full 
selling price or some mid-price such 
as net selling price, when the insured 
can prove that he has lost an oppor- 
tunity to make a profit. Unfortunately, 
no case directly in point has been 
found. An analogous situation, how- 
ever, has arisen with respect to goods 
destroyed in the hands of manufac- 
turers, and here it seems that courts 
have sometimes made the rule of re- 
covery depend on whether the manu- 
facturer was probably in a position to 
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replace his goods by remanufacture 
in a sufficiently short time to avoid 
missing his market.*? It is submitted 
that a similar decision might possibly 
be rendered in the case of goods in 
the hands of dealers,** where the in- 
sured could show clearly that the 
usual assumption of a court that “re- 
placement in kind necessarily accom- 
plishes complete indemnity’’** does not 
hold under the peculiar fact situation. 


Just as there are situations where 
replacement cost of goods destroyed in 
the hands of a dealer might result in 
under-indemnity, so there may be aiso 
situations where it would have quite 
the contrary result. These are cases 
in which the owner would not have 
been able to sell the goods sven for 
their cost of replacement to him, either 
because of a sudden fall in the de- 
mand for goods of that type and qual- 
ity (let us say changing fashions) or 
because the particular dealer was 
about to go out of business and would 
have been obliged to sell his stock at 
a sacrifice sale. Few cases of this 
type have arisen and it is difficult, 
therefore, to generalize as to the rule 
which a court would be likely to adopt 
under the peculiar circumstances. 
Where the inability of the dealer to 
sell the goods at a price equal even to 
replacement cost may be attributed to 
the depreciation in the value of the 
goods ‘“‘as goods” (either physical de- 
preciation or obsolescence ) it has been 
held that this depreciation must be 
deducted from replacement cost as a 
measure of the cash value.** Where, 
however, the difficulty lies in the fact 
that the dealer has not been success- 
ful in business and is obliged to wind 
up, it is doubtful whether a court 
would take this fact into account in 
its charge to the jury. While it is 
indeed true that goods in the hands 





of a failing business organization may 
be said to be worth less than the same 
goods in the hands of a successful 
organization, this circumstance would 
very probably be disregarded by a 
court, which usually thinks of the 
“value” of a commodity as something 
more or less objective and “intrinsic” 
rather than as determined by the pe- 
culiar selling power of the owner of 
the property. On this latter point, 
however, we can only speculate, as 
there are no available cases.*° 


Accepting replacement cost rather 
than selling price as the normal meas- 
ure of damages, we are still called 
upon for a more exact definition of 
the phrase, “replacement cost.” One 
question that arises is whether the 
cost should be taken to mean the nor- 
mal or usual cost of replacing in the 
market available to the general class 
of dealers in question, or whether it 
should be the probable replacement 
cost to the particular person who is 
insured. Ordinarily these two figures 
would be the same. Suppose, how- 
ever, that a retail dealer is in a posi- 
tion, by virtue of a peculiarly friendly 
business connection, to purchase di- 
rectly from a manufacturer at the 
manufacturer’s selling price. Will he 
be permitted, under the interpretation 
of “cash value,” to recover the whole- 
sale price which his fellow dealers are 
obliged to pay, or will he be limited 
to the recovery of the lower price at 
which he himself is able to replace the 
lost property ? So far as we are aware 
there is no reported case on this 
point.*7 If such a case did arise it 
might well be decided in one way by 
a judge who was alert to prevent a 
recovery in excess of complete indem- 
nity and in another way by a judge 
who was impressed with the neces- 
sity for fairly standardized measures 








* Niagara Ins. Co. v. Heflin, supra note 
29. The trial court had estimated the plain- 
tiff’s damages by adding to the value of 
the goods a twenty per cent mark up for 
profits that would have been realized by 
sale but for the fire. It was held on appeal 
that such expected profits were not re- 
coverable. 

“It is unfortunate that some courts not 
only in fire insurance but also in the related 
field of damages have expressed and ap- 
parently acted upon the assumption that in- 
demnity necessarily excludes any compen- 
sation to the injured party for profits. As 
a matter of fact what the concept of in- 
demnity properly excludes is simply a profit 
or gain resulting from the fire itself. On 
the other hand it should include an allow- 
ance for profits that would have been made 
if the fire had not occurred and which can- 
not be made as a result of the fire. 

* In these cases, however, the choice be- 
tween use of manufacturing costs and use 
of selling price as the basis of recovery 
has taken the form not of a choice between 
two alternative definitions of “cash value,” 
but rather of a willingness to apply or dis- 


regard the so-called “limiting clause” of 
the policy. See p. 891 et seq. infra. 

*8 See Texas Moline Plow Co. v. Niagara 
Ins. Co., supra note 29; infra note 79, 
where the court in awarding replacement 
cost rather than the higher selling price did 
so expressly on the ground that the insured 
had been able to replace the property in a 
“reasonable time”; cf. International Har- 
vester Co. v. Ry. Co., 186 Iowa 86, 172 
N. W. 471 (1919); a damage case, where 
for the destruction of harvesting machines 
in the hands of a dealer, the court inti- 
mated that selling price and not replace- 
ment cost might be the test were it to 
appear that the plaintiff could not replace 
in time to effectuate his spring sales. The 
rendering of such a decision under a fire 
policy might be prevented due to the exist- 
ence of profits insurance of which the in- 
sured might have availed himself. How- 
ever, a manufacturer might also take out 
separate profits insurance, and yet the cases 
have held that a manufacturer’s recovery 
for the destruction of his product under a 
mere standard fire insurance policy might 


include the profits that would have been 
realized but for the fire. 

* McAnarney v. Newark Fire Ins. Co., 
supra note 4. 

*® Grubbs v. N. C. Home Ins. Co., supra 
note 29. 

* For analogous cases in another field see 
Bonbright and Pickett, Valuation to De- 
termine Solvency under the Bankruptcy 
Act (1929) 29 Cocumsta Law Rev. 582. 

Cf, Aubertin v. Northern Ass. Co., 37 
Quebec K. B. 349 (1924). The plaintiff 
was an agent of the Willys Knight Co. and 
had purchased a car at $3,000, wholesale 
price. The retail price was $4,000. The 
automobile was insured against loss by fire 
by defendant company. The court held 
that the basis of valuation was the retail 
and not the wholesale price. It does not 
appear, however, whether the insured 
might have replaced at wholesale or retail 
price. Nor is the language of the policy 
set out. The court without serious discus- 


sion of the problem treats the insured as an 
ordinary purchaser and not one possessed 
of special privileges. 
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of damages in the interest of admin- 
istrative convenience. 

A still further question as to the 
interpretation of replacement cost 
when accepted as the measure of re- 
covery concerns the exact time as to 
which the replacement is supposed to 
be made. The standard forms of 
policies provide that the damage shall 
be measured by the cash value of the 
property at the time of the fire.** This 
provision, however, is occasionally 
ambiguous. In Liverpool, London & 
Globe Insurance Company v. McFaa- 
den,*® 40,000 bales of cotton were de- 
stroyed. The fire commenced at about 
six o'clock in the morning, but the 
cotton which was stored in a ware- 
house was not actually destroyed un- 
til four or five hours later. The price 
of the cotton, as shown by the mar- 
ket quotations on the Exchange, was 
8.40c per pound just prior to the fire 
but rose to 8.55c per pound as a re- 


sult of the news of the impending de- 
struction of such a large quantity of 
cotton. The question in the case was 
whether the cash value of the cotton 
should be computed at the time when 
the fire commenced or at the time of 
the actual destruction. The court 
awarded the higher price that pre- 
vailed at the later hour on the ground 
that “the insured, if called upon by 
business necessities to replace what 
he lost, having just so much more to 
pay for it,” must be awarded that sum 
to be made whole. 


B. Manufactured Goods Destroyed in 
the Hands of a Manufacturer 


OLLOWING the principle gen- 

erally accepted with respect to 
goods destroyed in the hands of a 
dealer, by which recovery is limited 
to cost of replacement rather than to 
selling price, one might expect that 
the value of manufactured goods de- 











*It has sometimes been contended by 
the insured that recovery under a standard 
fire insurance policy should be based, in 
effect, on the value of the property at the 
time when the policy was written despite 
a fall in value at the time of the fire. In 
one case, Commonwealth Ins. Co. v. Sen- 
nett Barr & Co., 37 Pa. 205 (1860), such a 
view had possibly been taken by a lower 
court only to be repudiated by the appel- 
late court. See infra note 44. 

”170 Fed. 179 (C. C. A. 3rd 1909). 

“Boyd v. Royal Ins. Co., 111 N. C. 372, 
16 S. E. 389 (1892; Birmingham Fire Ins. 


Co. v. Pulver, 126 Ill. 329, 18 N. E. 804 
(1888) ; Hoffman v. Aetna Fire Ins. Co., 
supra note 3. We are referring here sim- 
ply to the measure of “actual cash value” 
of the property. As is noted later, how- 
ever, the courts have on occasion limited 
a manufacturer to recovery of his manu- 
facturing costs on the ground that the 
lower award was called for by the limiting 
clause in the New York type of standard 
policy. 

“ The fact that courts, in insurance cases 
just as in damage cases, have generally 
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stroyed in the hands of manufactur- 
ers would be measured by the cost 
of manufacturing similar goods rather 
than by manufacturer’s selling price. 
Most of the cases, however, hold that 
“cash value” is to be measured here 
by the manufacturer’s current selling 
price.*° 

The reasons for the court’s appar- 
ent departure in this case from the 
replacement cost rule can only be 
guessed at in the absence of any 
thorough-going discussion in the re- 
ported opinions. One possible ex- 
planation is that manufacturing cost 
is difficult to estimate and that cur- 
rent selling price at the time of the 
fire is generally much easier to ascer- 
tain.** Another plausible reason is 
that in the majority of cases a manu- 
facturer who has suffered a fire loss 
of his merchandise may be unable to 
remanufacture the stock in his own 
factory in time to avoid missing his 


preferred to use some kind of a market 
value whenever this has seemed feasible 
may help to explain their readiness to use 
replacement costs as the measure of re- 
covery in dealer cases at the same time 
that they reject replacement cost in manu- 
facturer cases. For in the first type of 
cases replacement cost is identified with a 
market value (the value on the market in 
which the dealer makes his purchase), 
whereas in the second type of cases replace- 
ment cost (by remanufacture) is not any 
kind of a market value. 





When Destruction is Complete, Problems of Identification of Burned Stock Multiply 
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market. The chances are that the 
factory itself will have been destroyed 
or damaged by the fire so that much 
time will be lost before it can resume 
its normal working condition, to say 
nothing of making good for lost time. 
Whether a court would be willing to 
consider the circumstances of the par- 
ticular case if these circumstances 
were raised in the pleadings, with the 
result that it might in some cases al- 
low only manufacturing costs and in 
other cases selling price, is an open 
question which is not answered by the 
reported cases. All that can be said, 
therefore, is that in the cases so far 
reported the manufacturer has been 
able to recover his selling price** as 
a measure of cash value, unless pre- 
vented from so doing by the interpre- 
tation of the limiting clause in his 
policy.** 


The problem of valuing goods 
which have deteriorated in the hands 
of a manufacturer, either through 
physical depreciation or through ob- 
solescence, has apparently never been 
discussed in the reported cases.** 
There is no reason to doubt, however, 
that deterioration of all types would 
be taken into account in the valuation. 
Where the loss is measured by esti- 
mated selling price this price would 
itself reflect a fall in value due to all 
types of depreciation, and the allow- 
ance for depreciation would simply 
present itself as a question of the evi- 
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dence bearing on the fair selling price 
of the articles. 


C. Personal Property Held for Use 


HIS category includes property 
which the owner himself in the 
normal course of events would have 
used either for the production of 
other goods (for example, lumber 
used in the manufacture of wagons 
or tools and machinery used in the 
manufacture of clothing) or for his 
own consumption or enjoyment (fur- 
niture in the home, family portraits, 
flour for domestic consumption).** 
Generally the measure of recovery is 
the cost of replacing on the market 
minus deductions for depreciation. 
For example, where the insured, a 
publishing company, sued for the loss 
of ten linotype machines which were 
of a special make and could be re- 
placed only from the manufacturers, 
the measure of loss was the cost of 
so purchasing the machines.*® Simi- 
larly where grain was destroyed, the 
market price at the time and place of 
destruction (1.e., the cost of replace- 
ment) measured the loss.** And 
where lumber which was used in the 
manufacture of wagons was de- 
stroyed it was held that the cost of 
purchasing this lumber at the time 
and place of the fire fixed the amount 
recoverable.** 
By far the greater portion of cases 
falling in this category deals with the 
loss of personal effects, such as cloth- 





ing, household furniture and utensils. 
The peculiar common characteristic 
of this highly diversified class of prop- 
erty lies in the fact that these articles 
can seldom be resold by their owners 
except at a sacrifice price—a price 
generally below what it would cost the 
owner to replace even in a second- 
hand market, to say nothing of a mar- 
ket for new commodities. As a re- 
sult the situation which is true in the 
normal case of goods held for sale is 
precisely reversed in this case, for 
here it is generally to the interest of 
the insured to recover replacement 
cost while it is to the interest of the 
insurer to pay only selling price. 
Clearly, however, selling price would 
normally result in much less than full 
indemnity, while replacement cost to 
the insured, on the other hand, would 
often result in over-indemnity unless 
some deduction is made from replace- 
ment cost new in order to take account 
of depreciation. 


The fact that selling price on the 
one hand and replaceent cost new on 
the other hand would violate the prin- 
ciple of indemnity has been clearly 
recognized by the courts in their hold- 
ings. As to selling price, they have 
uniformly held that the amount for 
which the owner might have sold his 
property is not the proper measure of 
his recovery,*® although they have 
occasionally allowed testimony as to 
the price for which the owner could 








“Only one of the cases discusses the 
meaning of selling price and it was there 
held that a deduction for cost of selling 
was proper; that is, net selling price was 
the accepted criterion. Boyd v. Royal Ins. 
Co., supra note 40. 

“As will be noted later, however, the 
courts in applying this limiting clause have 
sometimes taken into account the question 
whether or not a manufacturer could have 
replaced his goods in time to avoid losing 
his market. See p. 891 infra. 

It is interesting to note that fire insurance 
adjusters in their actual practice of adjust- 
ing losses outside of the court room fre- 
quently do take into account the question 
whether or not an insured manufacturer 
could have replaced his stock in time to 
avoid missing the market. We are in- 
formed, for example, that among adjust- 
ers in the southern states it has been a rule 
of thumb, in the case of the destruction of 
lumber in the hands of a mill owner, to 
settle on the basis of the selling price of 
the lumber where the mill had been de- 
stroyed simultaneously with the destruction 
of the lumber but to settle on the basis 
of manufacturing costs where the mill was 
still intact and was, therefore, available for 
an immediate replacement of the destroyed 
lumber. It may also be noted that the 
practice of adjusters in settling for manu- 
factured goods in the hands of a manu- 
facturer differs to some extent as between 
industries and as between communities. 
With respect to losses of sugar, for ex- 
ample, the general policy is to pay manu- 
facturers on the basis of their selling prices. 
On the other hand, with respect to cloth- 
ing manufacturers in New York City it 


has been the practice to settle on the basis 
of estimated manufacturing costs of the 
clothing. One possible reason for the less 
favorable rule (1.e., less favorable to the 
manufacturers) in New York is the fact 
that New York manufacturers are said to 
be peculiarily indisposed to litigate to in- 
sist on their legal right to recovery of full 
seiling price because of their awareness of 
the extreme costs and delays of a law suit 
in the New York judicia] districts. 

“The nearest approach that we have 
found to a case in point is Commonwealth 
Insurance Company v. Sennett Barr & Co., 
supra note 38, where reaping and mowing 
machines had been destroyed while in the 
hands of the manufacturer. The insurance 
company contended for a valuation below 
manufacturing cost on the ground that the 
machines were of defective construction 
and hence worth only scrap value. The 
trial court, in holding that manufacturing 
cost was the proper test, ruled that evi- 
dence of the alleged faulty principle of 
construction was relevant only if the manu- 
facturers knew of this defect when the 
insurance policy was issued. In reversing 
this holding the upper court ruled that the 
evidence of defective construction should 
be considered as bearing on the value of 
the machines at the time of the fire, and 
criticized the lower court for its apparent 
assumption that the value as at the time 
when the policy was written should gov- 
ern the recovery. It also indicated that 


the lower court was in error in assuming, 
apparently, that manufacturing cost was 
the proper basis of recovery, simply be- 
cause the insurance contained an option 
giving the insurance company the right to 


replace the property if it so desired. 

“Some of the property brought under 
this heading, namely, equipment, would be 
placed in the legal category of “real estate” 
if it were deemed to be in the nature of 
a fixture. For the purpose of valuation, 
however, the legal distinction between real 
and personal property is of little or no sig- 
nificance, and we are, therefore, using the 
term “personal property” in loose sense to 
cover all types of insurable property other 
than buildings. See, however, note 59, 
infra, for a case suggesting the use of dif- 
ferent rules of valuation as between real 
and personal property. 

“Post Printing & Publishing Co. v. Ins. 
Co. of No. Amer., 189 Pa. 300, 42 Atl. 192 
(1899). The publishing company had pur- 
chased the machines from the Mergenthaler 
Linotype Co. But from the contract of 
purchase it was difficult to tell whether the 
sale was outright or conditional. The in- 
surance company argued that the arrange- 
ment was a conditional sale, that the title 
to the machines was in the manufacturer, 
and that the cost of replacing to the manu- 
facturer was only $10,000. The court, how- 
ever, held that the machines were the prop- 
erty of the publishing company and that 
the cost of replacing them was $30,000, the 
amount which it would take to repurchase 
from the manufacturer. 

“ Savage v. Corn Exch. Ins. Co., 36 N. Y. 
655 (1867). 

“Western Assurance Co. v. Studebaker 
Bros. Manuf. Co., 124 Ind. 176, 23 N. E. 
1138 (1890). 

“Johnston v. Farmers Fire Ins. Co., 
supra note 27; German Ins. Co. v. Everett, 
supra note 5; So. Nat. Ins. Co. v. Wood, 63 

















‘have sold to be admitted as evidence 
of cash value.*° 

Recognizing that selling price is not 
a fair criterion, the courts have gen- 
erally fallen back on replacement cost 
to the insured as the chief element to 
be considered, with allowances, how- 
ever, for depreciation and obsole- 
cence.** It is true, to be sure, that 
replacement cost minus depreciation 
has generally been accepted formally 
only as evidence of the value of the 
property rather than as the measure 
of damages itself. The value of the 
property to the owner rather than its 
replacement cost per se seems to be 
the goal that the courts have been at- 
tempting here to reach. In practice, 
however, testimony of replacement 
cost (or of original cost as an indica- 
tion of replacement cost),°* together 
with testimony of wear and tear, and 
occasionally of obsolescence, has gen- 
erally been the only type of evidence 
that has gone to the jury or else has 
been so stressed that it must be domi- 
nant in the minds of the jury. 

Although the object of the court 
eeems to be in a general way to ap- 
proximate the value of the property 
to its owner as distinct from either 
its selling price or its replacement cost 
per se, this statement is subject to im- 
portant qualifications. The first quali- 
fication is suggested by the accepted 
doctrine in the law of damages to the 
effect that no allowance should be 
made for sentimental value. No re- 
ported case on this point has been 
found in the field of fire insurance 
losses, but it is the general opinion of 
adjusters—and there seems to be no 
reason to doubt the accuracy of this 
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opinion—that the same rule would be 
applied in these cases that is applied 
in the ordinary damage case.5* The 
second qualification to the statement 
that value to the owner is the accepted 
principle is required because of the 
well-recognized interpretation of the 
standard fire insurance policy to the 
effect that incidental damages result- 
ing to the owner by virtue of a sudden 
loss of his property are not covered 
by the standard policy. The destruc- 
tion of furniture in a residence, for 
example, may be expected to result in 
great temporary inconvenience to the 
owner of the property and even in a 
loss of rent if the owner is about to 
rent the premises. Under the stand- 
ard fire insurance policy, however, it 
is clear that the owner could not col- 
lect more than the replacement cost 
of the furniture (with deductions for 
wear and tear) even though he might 
gladly have paid much more than re- 
placement cost in order to avoid in- 
curring the loss. A property owner 
who desires to do so may insure 
against these incidental losses by 
rental or rental value insurance. 
Although replacement cost is gen- 
erally accepted as the dominant test 
of the cash value of the property, the 
necessity sometimes arises of choos- 
ing between cost of replacing new 
minus depreciation and cost of replac- 
ing in a second-hand market with 
articles of a similar degree of wear 
and tear. Theoretically these two 
methods of estimating value might be 
supposed to reach the same result, ex- 
cept that the second method would 
attempt to arrive directly at the fig- 
ure which the first method reaches in 
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two stages. In practice, however, the 
use of replacement cost minus depre- 
ciation is almost certain to result in a 
materially higher figure than the use 
of replacement cost in the second- 
hand market. This is due to the fact 
that “depreciation,” while it may in- 
clude not merely wear and tear but 
also obsolescence, is never thought of 
as taking into account the additional 
loss of market value that normally 
takes place in a second-hand market 
due to the fact that this market is 
generally not well organized and also 
to the fact that there is a general 
prejudice against second-hand goods. 
A clear illustration of this situation is 
that of used clothing. A suit of 
clothes which might be bought new 
for $100 could not be sold by second- 
hand clothing dealers for more than a 
fraction of this amount even though 
it had suffered very little wear and 
tear; yet its original owner might 
value it for only slightly less than the 
$100 which he paid for it. In a ques- 
tion of this kind the position of the 
courts has been the eminently reason- 
able one that the replacement cost 
should be computed in that market in 
which the owner might normally be 
presumed to replace in view of the 
usual practice with respect to goods of 
the type in question. Where property 
is of a peculiarly personal nature, such 
as used clothing, courts have uniform- 
ly held that cost of replacement in a 
second-hand: market is not the test, 
and it is even doubtful whether this 
cost would be admissible as evidence 
of the value of the clothing.** Where, 
on the other hand, the property is not 
(Continued on Page 29) 








Tex. Civ. App. 319, 133 S. W. 286 (1910) ; 
Sun Fire Office v. Ayerst, 37 Neb. 184, 55 
N. W. 635 (1893); Globe & Rutgers Ins. 
Co. v. Winter Garden Co., 9 F. (2d) 227 
(C. C. A. 2d 1925). 

“Detroit Fire & Marine Ins. Co. v. 
Boren-Stewart Co., 203 S. W. 382 (Tex. 
Civ. App. 1918) ; Joy Wright & Hudson v. 
Security Fire Ins. Co., 83 Iowa 12, 48 N. 
W. 1049 (1891). “The property in ques- 
tion consisted of old or second-hand fur- 
niture, the market price of which is usually 
very difficult to establish. It cannot be 
said to have a fixed market value, and we 
think that the price for which it was offered 
by the owner is at least competent evidence 
to be considered by the jury. If such an 
offer is accepted, it would seem quite con- 
clusive that the property was worth the 
amount of the offer. If not accepted, it 
would be evidence tending to show that the 
property was not worth more than that for 
which it was offered.” 

The admission of selling price as evi- 
dence is clearly justified on the principle 
of indemnity, since the price for which a 
user could sell his property, while it does 
not necessarily indicate its full value to 
him, does at least indicate the lower limit 
of its value to him. 

"City of De Soto v. Ins. Co., 102 Mo. 
App. 1, 74 S. W. 1 (1903); Boise Ass’n 
of Credit Men v. Ins. Co., supra note 29; 


So. Nat. Ins. Co. v. Wood, supra note 49; 
Johnston v. Farmers Fire Ins. Co., supra 
note 27. 

In valuation as a measure of insurance 
losses no less than in other types of judicial 
valuation the question may be raised 
whether the original cost of the property 
to its owner may influence the valuation 
directly or whether it is relevant only in so 
far as it bears on the probable current re- 
placement cost. So far as one can judge 
from the reported opinions in fire insurance 
cases the courts have uniformly held that 
original cost has nothing to do with the 
case except as evidence of replacement cost. 
Consistently with this position courts have 
held that original cost is not even admis- 
sible as evidence unless there is good reason 
to suppose that current prices have not 
materially changed since the time of the 
original purchase or else unless the extent 
of this change can be taken into account. 
Cf. Merchants Ins. Co. v. Frick supra note 
24. It may be seriously doubted, however, 
whether juries in their actual awards are 
not more directly influenced by testimony 
of original cost than would be justified on 
the assumption that replacement cost alone 
is the real desideratum. The fact that the 
owner of the property actually incurred an 
expense of so many dollars in its purchase 
may well tend to make a jury feel that he 
should be reimbursed to this extent. 





* Lloyd v. Haugh, 223 Pa. 148, 72 Atl. 
516 (1909); Lake v. Dye, 232 N. Y. 209, 
133 N. E. 448 (1921) ; cf. The H. F. Dim- 
mock, 77 Fed. 226 (C. C. A. 1st 1896); but 
cf. Wamsley v. Atlas Steamship Co., 50 
App. Div. 199, 63 N. Y. Supp. 761 (ist 
Dept. 1900) ; Bateman v. Ryder, 106 Tenn. 
712, 64 S. W. 48 (1901); Greene v. Ry., 
128 Mass. 221 (1880). 

* See cases cited supra note 49. 

* Thus in adjusting automobile losses 
under policies which obligate companies to 
pay “actual cash value,” the majority rule 
fixes the basis of valuation at the second- 
hand market value. The cases do not state 
whether “market value” here means what 
a car user could have sold the car for, or 
what he could have bought a similar car 
for. It is probable, however, that the latter 
definition would be accepted. Automobiles 
are covered not under the ordinary stand- 
ard fire insurance policy but by a special 
type of policy. In these policies cost new 
less depreciation forms the upper limit and 
cash value is the generally stated quantum 
of liability. Due to the wide use of valued 
policies the reported cases are few. Gib- 
son v. Glenn Falls Ins. Co., 111 Neb. 827, 
197 N. W. 950 (1924) ; Spivy Johnson Por- 
trait Co. v. Belt Automobile Indemnity 
Assn., 210 Ala. 681, 99 So. 80 (1924); 
Stmpson, Law RELATING TO AUTOMOBILE 
INSURANCE (2d ed. 1928) c. 8. 
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The Los Angeles 


Convention 
(Continued from Page 6) 


NOTHER night on the train and 

Los Angeles is near at hand. 
Everybody gets his baggage together 
and we roll into the town of oranges 
and movies, and the most famous of 
climates. There is a good deal to be 
seen round about and some of the in- 
dividual beauty spots can be taken in 
before the Entertainment Committee 
gets busy on the larger enterprise of 
showing us through the city and its 
environs in a comprehensive way. 
The convention begins on Monday, 


but interspersed will be trips to 
everywhere worth while. 
Los Angeles is the commercial 


center of one of the most important 
of the fourteen counties generally re- 
ferred to as Southern California. It 
is situated approximately 150 miles 
north of the Mexican border, and 
adjoins a coastline fronting on the 
Pacific Ocean of some 85 miles. It 
includes, also, in its nearby attrac- 
tions, Santa Catalina Island, one of 
the world-famous chain of Channel 
Islands—veritable mountains rearing 
their mighty peaks out of the peace- 
ful bosom of the Pacific some thirty 
miles off the mainland. 

Rising from the broad Pacific, Los 
Angeles County consists of three 
mighty steps or terraces, slaiting 
with the rolling coastal plain over 
which spreads Metropolitan Los An- 
geles and its many attractive little 
neighboring cities. Along the north- 
ern rim of this first great step or ter- 
race, extending eastward from the 
ocean at Santa Monica, are the 
Santa Monica and Hollywood Moun- 
tains, separating this first step from 
the second—the San Fernando Val- 
ley. This picturesque valley was a 
desert before the Los Angeles aque- 
duct transformed it into a veritable 
garden spot. 


Standing in the middle of this val- 
ley, one can view a perfect panorama 
of rugged mountains completely en- 
circling the valley like the rim of a 
gigantic chalice. To the south are the 
Hollywood and Santa Monica Moun- 
tains, to the west the Santa Susana, 
and to the north and east the San 
Gabriel ranges. The valley itself is 
dotted with thriving communities in- 
terspersed with charming ranches 
and small farms. 


Northward, beyond the jabbed rim 
of the San Gabriel Mountains, lies 
the third great step or terrace—the 
Antelope Valley and a portion of the 
great Mojave Desert. This region, 
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made picturesque by its towering 
Joshua trees and its vari-colored 
mineral-laden hills, is rapidly being 


transformed into an_ agricultural 
country. 
SOD 
TILL farther northward above 


the Antelope Valley, the Sierra 
Nevada Mountains—“The Alps of 
America”—rear their mighty peaks. 
Extending 250 miles north and south 
through the state, and having an aver- 
age width of 75 miles, it contains 
more than 2,000 mountains of over 
12,000 feet elevation, 268 of over 
13,000 feet and 47 of over 14,00 
feet. Nestling among these peaks 
are over 3,000 crystal lakes and 
myriad streams fed by snow-capped 
peaks and glaciers. 


Los Angeles itself is an ultra-mod- 
ern city of nearly one and a half mil- 
lion population, and has hundreds of 
points of unique interest beyond the 
usual attractions of a large metropo- 
lis. Hollywood is, of course, a cen- 
ter of world attention, and the beauty 
of adjacent suburbs, such as Pasa- 
dena, and others of like fame, in- 
cluding the luxurious ocean resort 
towns, make the region probably the 
most enjoyable of all sections of the 
great Southwest. 


And all this is really thrown in as 
an extra in attending the Mutual con- 
vention. 


Reservations may be made through 
the Association office at Indianapolis, 
Indiana. It will not be necessary 
to ask for certificates to entitle 
delegates to reduced fare since the 
rates are fixed at practically half fare 
for the round trip. The cost of such 
tickets from Chicago will be $101.22, 
not including Pullman charges, which 
will vary according to the way the re- 
turn trip is made. If coming back 
by a route north of San Francisco 
there will be an extra charge of $18 
added to the fare. It should be borne 
in mind that the $101.22 rate includes 
side trips to Colorado Springs, Santa 
Fe and other points. Lower rates 
which may have been quoted do not 
give the privilege of such sightseeing 
opportunities. 


It should be remembered that prac- 
tically any kind of a combination trip 
can be arranged, but for unusual 
itineraries special information must 
be requested. This will be supplied 
gladly by either the Association or 
by railroad agents in any town or city 
ticket office, and very attractive sched- 
ules may easily be worked out. 





New Book on Casualty 
Insurance Accounting 


OMETIME ago an inquiry was 

addressed to insurance circles by 
the Casualty Actuarial Society ask- 
ing for an expression of interest in a 
proposed book on Casualty Insur- 
ance Accounting. A sufficient num- 
ber of answers have been received to 
justify proceeding with the printing. 


In order to have the book printed 
the Society must advance the sum of 
$2,000 to the publishers, which 
amount cannot readily be financed. 
Since the Society will derive no finan- 
cial benefit from the publication, it is 
felt that those interested will be glad 
to assist by forwarding their remit- 
tance of $10 per copy in advance to 
Richard Fondiller, Secretary-Treas- 
urer, 75 Fulton St., New York City. 
The volume will be available about 
September, 1930, and will contain ap- 
proximately 320 pages of a standard 
size of 534x8Y%. It will also in- 
clude some 180 office forms. The 
chapter headings are: 

1. Double Entry Bookkeeping—Princi- 
ples of Debit and Credit. 

2. The Insurance Annual 
(General Outline). 

3. Vouchers, Books of Original Entry 
and Controlling Accounts. 

4. Organization of a Casualty Insur- 
ance Company. 

5. Mechanical Aids to Accounting. 

6. Accounting for Premiums and Com- 
missions. 

7. Statistical Premium Records 
Premium Reserves. 

8. Accounting for Losses and Compu- 
tation of Loss Reserves. (Including 
Schedules P. and O.) 

9. Experience Records of Premiums 
and Losses (Including Schedule Z and 
Agency Experience Records). 

10. Special Features of Bonding Ac- 
counts. 

11. Accounting for Expenses (Includ- 
ing Allocation by Lines of Business). 

12. Accounting for Investments (In- 
cluding Schedules A, B, C and D and the 
Analyzation of Bonds). 

13. The Technique of Preparing the 
Annual Statement. 


Statement 


and 


Soy 


Higher Salesmanship 
A diplomat is a man who can give his 
wife a $70 washing-machine and make her 
forget it was a $700 coat she wanted.— 
Albany Knickerbocker Press. 


Filial Sacrifice 


“Dear Lord,” prayed the co-ed, “I don’t 
ask anything for myself—just give mother 
a son-in-law.”—Colgate Banter. 


Dad Knows 


Young Mathematician—‘Mum, do you 
know how to get the cubic contents of a 
barrel ?” 

His Mother—“No, ask your father.”— 
Merthyr Express. 

















Court Decisions 
(Continued from Page 14) 


faith can not supply this lack of title for 
she was bound to know that she had no 
title. National Union Fire Insurance Co. 
v. Hall. Ct. of Appeals. Kentucky. De- 
cided March 7, 1930. Requisition No. 
C.C.H. 12080. 


SOLE AND UNCONDITIONAL OWNERSHIP. 
MortcaceE. (CaL.) In action on fire in- 
surance policies, where a mortgage on the 
real property insured was being foreclosed 
at the time the policy was issued, and the 
original owner conveyed the land to plain- 
tiff after the sheriff’s sale, at which the 
mortgagee became the purchaser, and 
thereafter an assignment of the insurance 
to the grantee was accepted by the insur- 
ance companies, and the original owner and 
plaintiff had applied to the agent who sold 
the insurance for a loan to take up the 
mortgage on the property prior to the time 
of the assignment. Hetp that the insur- 
ance companies had knowledge, either ac- 
tual or constructive, of the exact condi- 
tion of the title to the property at the 
time the assignment of the insurance was 
accepted by the companies. Where defend- 
ant insurance companies had such knowl- 
edge, at the time they approved the assign- 
ment of insurance to plaintiff, and they 
stood by and allowed the rights of plain- 
tiff to accrue without an objection and 
without a cancellation of the policies or a 
rebate upon the premium paid, they are 
estopped from setting up a defense to the 
action the invalidity of the policies be- 
cause the interest of the original owner 
was not that of unconditional and sole 
ownership as required by the policies, or 
that the quitclaim deed, by which the prop- 
erty was conveyed to plaintiff, was a con- 
veyance as security for the payment of 
an indebtedness and not a sale of the 
property. Foristiere v. Aetna Insurance 
Co., Hartford, Conn. Supreme Ct. Calif. 
Decided March 12, 1930. Requisition No. 
C.C.H. 12674. 


MortcGaGe, CLAUSE. KNOWLEDGE OF 
MORTGAGEE. CHANGE OF OWNERSHIP AND 
occupancy. (Mo.) Action to recover up- 
on a policy of fire insurance which the ap- 
pellant issued to E. D. Moore, in the 
amount of $5000, covering a two story 
brick dwelling. There was attached to the 
policy a National Board Standard Mort- 
gage Clause. Defendant alleged that sub- 
sequent to the issuance of the policy and 
the attaching of the mortgage clause in 
favor of the plaintiff bank, the insured, 
Moore, conveyed the property and that 
thereafter Moore’s grantees entered into a 
contract for the sale of the property, which 
changes of ownership were with the knowl- 
edge of the bank, and that the plaintiff did 
not notify the defendant company of the 
changes of ownership, as required by the 
mortgage clause; by reason of which fail- 
ure the plaintiff forfeited any right to re- 
cover under the policy or the mortgage 
clause attached thereto. The answer further 
alleged that although the policy provided 
that the building insured should be occu- 
pied only for dwelling purposes, there was 
a change of occupancy with the knowledge 
of the plaintiff, of which change the plain- 
tiff did not notify the defendant, as re- 
quired by the policy. Hetp that the most 
that can be said with reference to the lat- 
ter contention is that occasionally the in- 
sured accommodated a transient lodger. 
It cannot be said that the evidence showed 
without dispute that the plaintiff bank 
knew of the alleged use of the premises as 
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a lodging house, if they were so used, and 
hence the question was properly a jury 
question. It is claimed that because the 
witness Simrall was at different times at- 
torney for Moore, and had a set of ab- 
stract books in his office, and these books 
showed the transfer in question, he was 
charged with knowledge. It appears that 
the abstract books were not kept by Sim- 
rall, but by an employee in his office, and 
the positive evidence is that this transfer 
was not actually known by Simrall until 
after the fire. Neither is there any sub- 
stantial evidence that Simrall had knowl- 
edge of any change in use, occupancy, or 
in hazard prior to the fire. The knowledge 
contemplated by the mortgage clause in 
question requiring the mortgagee to give 
notice to the insured, is actual knowledge 
as distinguished from constructive knowl- 
edge. It is not enough that by the exer- 
cise of diligence the mortgagee could have 
learned of these changes, either in title, or 
in the use of the premises, but actual knowl- 
edge was necessary. Concordia Fire Ins. 
Co. of Milwaukee v. Commercial Bank of 
Liberty, Mo. U.S. C. C. A. 8th Cir. (Mo.) 
Decided February 13, 1930. Requisition 
No. C C. H. 12602. 


SURETY 


Pusiic OrrictAL Bonp. SCHOOL TREAS- 
URER. PLEADING. Suit by a school district 
against the sureties on a school treasurer’s 
bond. The treasurer deposited school 
funds in a proper depository, but the bank 
failed. Defendants interposed a demurrer, 
alleging failure to state facts sufficient to 
constitute a cause of action. The ques- 
tion is: Are the allegations sufficient to 
constitute a defense, either absolute or 
prima facie in this case (in which event 
the complaint (is bad), or are they insuffi- 
cient so to do (in which event they should 
be treated as mere surplusage and the com- 
plaint is good)? Hetp that since the ef- 
fective date of Chapter 335, Laws 1921, 
when a prima facie case is stated against a 
custodian of school money for failure to 
pay over and account for same, such cus- 
todian establishes a complete prima facie 
defense when he pleads and proves that he 
deposited said funds in a bank in his name 
as treasurer or custodian; that the funds 
were lost by failure of the depository ; and 
that he has made proper tender of what- 
ever indicia of such deposit he has re- 
ceived. Therefore the complaint herein 
states a good cause of action against the 
defendants and also states facts sufficiently 
showing a prima facie but not an absolute 
defense thereto, and fails to state anything 
in avoidance of that defense. The com- 
plaint is therefore bad. The order sus- 
taining the demurrer should be affirmed. 
Board of Education v. Whisman et al. Su- 
preme Ct. South Dakota. Decided Feb- 
ruary 21, 1930. Requisition No. C. C. H. 
10986. 


DecepENT Estate. CLAIMS. MISJOINER 
OF CAUSES OF ACTION. SURETY BOND. (S. 
D.) Inch was treasurer of plaintiff school 
district and the sureties on his bond were 
one Hans L. Hanson and one John Aaseth. 
John Aaseth died. Hans L. Hanson also 
died. He left a will and defendant Loyal 
C. Hanson was appointed as executor. 
Plaintiff school district discovered a 
claimed shortage in the accounts of the 
treasurer, Inch, for which it claimed the 
bond was liable. Loyal C. Hanson alleged 
that if Inch had defaulted, the Farmers & 
Merchants State Bank of Yankton was 
liable therefor to the extent of $2,755.40 
by reason of having knowingly connived 
with Inch, the treasurer, to misappropriate 
that amount of school district funds to 
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Inch’s personal obligations, and that to the 
extent of that amount the school district 
had a complete and adequate remedy 
against said bank. Thereafter plaintiff 
school district instituted the present action 
against the Treasurer Inch, Loyal C. Han- 
son, as executor of the surety Hans L. 
Hanson, and Farmers & Merchants State 
Bank. It seeks to recover from the defend- 
ant Inch and defendant Hanson, as execu- 
tor of the Surety Hanson, deceased, the 
sum of $3,247.58 upon the bond, and from 
the defendant Farmers & Merchants State 
Bank the sum of $2,755.40 upon a tort lia- 
bility. Question is can the school district 
proceed in one action to recover from the 
treasurer and his surety upon contract the 
amount of the treasurer’s default, and in 
the same action recover from appellant 
bank upon a tort liability for the loss of a 
portion of the same money? HeELp that re- 
spondent school district cannot thus pro- 
ceed. There is no connection or privity 
whatever between the bond surety and ap- 
pellant bank. Respondent’s cause of action 
against the surety is upon contract. Its 
cause of action against appellant bank is in 
tort. The Surety is not claimed to be par- 
ticipant in or connected with the tort of 
appellant bank. The appellant bank is not 
claimed to be a party to or connected with 
or liable upon the contract of the surety. 
Common School Dist. No. 45 v. Inch et al. 
Supreme Ct. South Dakota. Decided Feb- 
ruary 28, 1930. Requisition’ No. C.C.H. 
11421. 


Fipetity Bonp. Recovery. (INp.) Ac- 
tion on a fidelity bond given by appellant to 
appellee bank covering the bank’s cashier. 
An elevator company became insolvent and 
a receiver was appointed. He borrowed 
$500 from the bank and gave a receiver's 
certificate and deposited the amount bor- 
rowed. At the time the receiver was ap- 
pointed there were checks out, issued by 
the elevator company, which the cashier 
paid and charged to the account of the re- 
ceiver, all but $18 being for merchandise 
bought. Hetp that the cashier had no 
right to pay the checks previously issued by 
the insolvent. The cashier, by paying out 
the bank’s money on the checks failed 
faithfully to perform his duties as cashier. 
There is no showing that the bank ever 
ratified the action of the cashier so as to 
become the equitable owner of the checks, 
and therefore the payment of the checks 
was a loss to the bank which was covered 
by the bond. Bright et al. v. Laketon State 
Bank. Appellate Ct. Indiana. Decided 
February 21, 1930., Requisition No. C.C.H. 
11272. 


Fipetiry AND GUARANTY Bonp. Goop 
FAITH. Notice. (Ky.) Perry, agent of 
the Phoenix Insurance Company, executed 
to it-a fidelity and guaranty bond in the 
sum of $1,500.00 with the appellee, Dr. 
E. L. Henderson as surety. It was con- 
ditioned that he should keep true and ac- 
curate accounts of property and receipts 
and disbursements and account for and pay 
over the same to the company regularly 
every month or when demanded, and would 
comply with all instructions furnished him 
by it. Counsel for the company later ad- 
vised Dr. Henderson that Mr. Perry was 
heavily indebted to it and, although every 
opportunity had been given him to arrange 
the matter without calling on his sureties, 
it was evident that he could do nothing 
to avoid that necessity. Dr. Henderson ac- 
knowledged receipt of that letter and ad- 
vised that his attorney would take up the 
matter. Later he was called on to pay the 
bond. Dr. Henderson claimed that the 
company had not acted in good faith with 
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him, in that the agent had not been re- 
quired to pay over funds monthly or when 
p moni eh and that he had been in default 
continuously for 2 years without any no- 
tice of that fact being given the surety. 
He p that the fact that the company con- 
tinued to extend credit to its agent, al- 
though the amount greatly increased dur- 
ing the last two years, did not relieve him 
and his surety from liability. Nor did the 
failure to require monthly settlements have 
that effect. It was one of the obligations 
of the bond that the agent would do that 
very thing, and it can hardly be said that 
his failure to perform that duty, and his 
breach of that condition in the bond, re- 
lieved his surety. There was nothing in 
the bond which required the company to 
notify the surety that the agent was not 
making monthly settlements. On the con- 
trary, it was a condition of the bond that 
leniency should not relieve the surety from 
his obligation. The creditor owes no duty 
of voluntarily giving information of the 
principal’s first delinquency or apparent 
default. It is the surety’s business to see 
that the principal performs the duty which 
he has guaranteed. There was no conduct 
on the part of the company which altered 
the situation or in any way increased the 
surety’s risk before he was notified of the 
situation. Henderson v. Phoenix Ins. Co. 
Court of Appeals. Ky. Decided February 
25, 1930. Requisition No. C.C.H. 11193. 

Batt Bonp. POWER OF COUNTY BOARD TO 
COMPROMISE. (ILL.) The State’s attorney 
of Cook county demurred to a petition for 
a writ of mandamus filed against him in 
the circuit court of Cook county, the de- 
murrer was sustained, and the petitioner 
electing to stand by the petition it was dis- 
missed and the petitioner appealed directly 
to this court, the constitutionality of sec- 
tion 17b of division 3 of the Criminal Code, 
which was added by an amendatory act of 
June 17, 1929, being involved. One Abra- 
ham Marcus became bound as surety in a 
recognizance, with Anderson Lee, for the 
appearance of the latter in the criminal 
court of Cook county to answer a criminal 
charge against him, but instead of appear- 
ing Anderson became a fugitive from jus- 
tice. The county board of Cook county 
adopted a resolution resolving that the 
offer of compromise settlement by Marcus 
be accepted and the State’s attorney be di- 
rected, upon payment of $100, to enter 
satisfaction of the judgment. Hetp that a 
recognizance entered into by a person ac- 
cused of crime, and his surety, conditioned 
for his appearance to answer the charge, 
is am obligation to the State, which the 
legislature is denied, by section 23 of article 
4 of the constitution, the power to release 
or extinguish in whole or in part, and which 
it therefore can confer no power upon any 
other authority to release or extinguish in 
whole or in part. Section 17b violates this 
provision of the constitution and is there- 
fore void. People ex rel. Marcus v. Swan- 
son. Supreme ct. Illinois. Decided Feb- 
ruary 20, 1930. Requisition No. C.C.H. 
10982. 

COMPENSATION 


ScHepuLe INJurY. EXCEPTIONAL RESULT. 
(N. Y.) Claimant received an injury to his 
foot which arose out of his employment. 
The injury necessitated the amputation of 
the right leg about six inches below the 
knee. As a result of the amputation there 
is atrophy of the soft tissues, crepitation at 
the knee joint and a slight defect in ex- 
ternal and internal rotation at the hip. The 
accident itself did not cause any immedi- 
ate injury to the knee or hip. Hep that a 


claimant who has suffered a schedule in- 
jury is entitled only to an award of the 
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amount specified in the schedule for such 
injury in case the effect of the injury is 
the usual and expected effect. If, how- 
ever, some unusual and extraordinary con- 
dition develops as a result of the injury 
the fact that the original injury is covered 
by the schedule does not prevent an award 
for the actual, although unusual and un- 
expected, condition which has developed 
as a result of the accident. The record in 
the case at bar does not contain any evi- 
dence from which it can be found that the 
claimant is suffering from any unusual or 
extraordinary condition as the result of the 
injury, and the award was properly lim- 
ited to the amount provided in the schedule. 
Matter of Dowling v. Church E. Gates & 
Co. & ano. Court of Appeals. N. Y. De- 
cided February 11, 1930. Requisition No. 
C.C.H. 11090 


JurtspicTIon. APPEAL TO FEDERAL COURT. 
(Mo.) An employer, subject to the Work- 
men’s Compensation Law of Missouri, has 
sought a review by this court. The em- 
ployer became dissatisfied with the award 
and appealed to a state circuit court. When 
this appeal was lodged there, it instantly 
attempted to remove same to this court 
upon the ground that there was a diversity 
of citizenship. Hep that the employer not 
only properly observed the procedure pre- 
scribed by the act but it actually invoked 
a judicial review by a state court. Hav- 
ing voluntarily brought itself within the 
jurisdiction of the state court, it cannot 
now renounce it and invoke the paramount 
jurisdiction of the national court. Elsas v. 
Montgomery Elevator Co. & ano. U. S. 
Dist. Ct. Western Dist. of Mo. Decided 
January 24, 1930. Requisition No. C.C.H. 
10879. 


Suir in CHANCERY. JurRIspicTIon. Non- 
RESIDENTS. (Mriss.) Appellee was em- 
ployed by non-residents, as a helper in the 
work of unloading iron pipes from rail- 
road cars, and was seriously injured in 
the State of Louisiana. Appellee filed his 
suit by way of an attachment in chancery 
in the chancery court. The insurance com- 
pany answered denying any indebtedness 
to the principal defendants, claiming that 
the liability was only that of indemnity to 
the insured against any loss or damage ac- 
tually sustained and that in any event no 
actual, enforceable liability arose until 
there had been a definite ascertained and 
legally fixed liability against the employer, 
and that up to the time of the rendition of 
such a judgment the insurance company 
was not and could not be liable under the 
policy. Appellee contends that the policy 
in question is not one of indemnity against 
actual loss, but is an insurance against lia- 
bility, and that the indebtedness thereun- 
der arises as soon as the liability of the 
insured “has become legally fixed and es- 
tablished.” Hetp that here, whether the 
insurance company will owe anything, and 
if anything, what amount, is unknown and 
cannot be known until a judgment shall 
have been rendered against the principal de- 
fendant, or else until the principal defend- 
ant, with the approval of the insurer, con- 
fesses or agrees both to the liability and to 
the amount thereof, and there is no sort of 
claim here that the principal defendant has 
so agreed. The alleged indebtedness of the 
principal defendant not being, in this case, 
of the requisite nature, the court acquired 
no jurisdiction of the nonresident debtor, 
the decree against the said non-resident is 
therefore void, and this decree against ap- 
pellant is likewise void. Travelers Ins. Co. 
v. Inman. Supreme Ct. Miss. Decided 
February 17, 1930. Requisition No. C.C.H. 
10804. 





AVIATION 


Trespass. AIRPORT NOT NUISANCE. CoM- 
MON LAW DOCTRINE MODIFIED. (Mass.) 
Plaintiffs sought to enjoin the defendants 
from flying over their land and buildings 
in such a manner as to constitute a tres- 
pass and nuisance and also to enjoin the 
use of a field adjacent to their property 
as a base from which flights might be 
made. Plaintiffs for many years owned an 
estate of about two hundred seventy acres 
used as a country estate and not a farm. 
In 1927, the Worcester Airport, Inc., ac- 
quired title to an adjoining tract of prop- 
erty of approximately ninety-two acres 
which it surfaced and constructed as a 
flying field with runways and hangars. 
Subsequently the Worcester Airport, Inc., 
leased the property to the New England 
Aircraft Company, Inc., who maintained 
the property as an airport for all phases 
of commercial aviation. Defendants in 
their answer admitted the use of the prop- 
erty as an airport, but denied the nuisance. 
The facts disclosed that save in one or two 
instances flights at an altitude of less than 
five hundred (500) feet have not been 
made over the immediate vicinity of plain- 
tiff’s house and buildings and that except 
when necessary because of wind velocity 
and direction defendants have endeavored 
so far as practicable, to refrain from fly- 
ing within immediate proximity to plain- 
tiff’s house and buildings even at high alti- 
tudes. There was no evidence to show 
that defendants conducted themselves in an 
unlawful or unreasonable manner or that 
plaintiffs had suffered any material dam- 
age by reason of the flights over their 
property. The case is presented solely on 
the ground of trespass and nuisance re- 
sulting from its continuance. Hep that 
the nature and extent of defendants’ flights 
over the land of plaintiffs while possibly 
the source of annoyance and irritation to 
plaintiffs were not sufficient in duration, 
frequency or intensity as gauged by the 
standards of ordinary people to constitute 
such a nuisance as would amount to tres- 
pass and that in the interests of the de- 
velopment and encouragement of aviation 
such use of the airport was not sufficient 
to warrant enjoining the use of it. No con- 
stitutional rights of the plaintiffs have been 
abridged by Federal or State regulation of 
aircraft and air commerce, and the opera- 
tion of aircraft and airports in conformity 
with such regulations was reasonable and 
not sufficient to constitute a trespass or 
nuisance. Decree entered dismissing plain- 
tiff’s bill. Harry Worcester Smith et al. v. 


New England Aircraft Co. Inc. et al. Su- 
preme Judicial Ct. Massachusetts. De- 
cided March 4, 1930. Requisition No. 


C. C. Hi. 1951. 


Twin Mutual Notes 


On recommendation of the Directors a 
guaranty capital of two hundred thousand 
dollars has been established by the Twin 
Mutual Liability Insurance Company of 
Boston. 


This guaranty capital will serve to pro- 
vide security to the policyhodlers in addi- 
tion to the available surplus and demon- 
strates the rapid progress made by this 
company. 

Winthrop A. Lord, Treasurer of the 
Twin Mutual Fire Insurance Company of 
Boston, and Stanley P. Ladd, Sales Man- 
ager, are enthusiastic Shriners and attend- 
ed the recent Imperial Council meetings 
at Toronto. 
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Were tt Not For Insurance Much More of the World’s Misery Would Go Uncompensated 


If People Knew More About Insurance 


Continuing a Series of Articles on the Art of Speaking and Writing, with 
Special Reference to Promoting Good Public Relations 


ne HY, it wasn’t so much what 
he said, as the interesting 
way he put it,” remarked a 
juryman in a damage suit, éomment- 
ing on the testimony of a witness 
whose presentation of facts prac- 
tically decided the case. 

“He brought out the important 
points so we understood them. He 
had a gift for comparing one thing 
with another so when we were 
stumped by a lot of one-sided argu- 
ments, he showed us where these 
points were similar to things in our 
own daily experience. What got me 
hardest was, he talked as though he 
understood my business—I am in 
wholesale trade. And that was true 
of other men on the jury—they saw 
the evidence as a baker, a carpenter, 
a dry goods salesman, and so on.” 

Who was this wonderful witness? 

Merely a salesman! 

Are salesmen born—or can they be 
trained ? 

That is an old controversy, and if 
you need salesmen, you hire fellows 
who have at least a love for selling, 
and then add training. Whether they 
were born with this love of selling, 
the “sales mind,” or learned it some- 
where, they must have it. 

And the “sales mind” is worth 
studying if, as an actuary, or ad- 
juster, or department executive, you 
realize that a better understanding by 


By JAMES H. COLLINS 
THE GOOD SALESMAN 


the public would help the insurance 
business in many ways, and you are 
willing to do your bit in creating pub- 
lic understanding for insurance. 
DQOa> 

HE “sales mind” is one tuned to 

receive certain kinds of facts, and 
arrange them for the quick compre- 
hension of other minds. 

A chief engineer on a trans-At- 
lantic liner will tell you that the 
storms may rage, and the ship roll, 
and he will sleep soundly as long as 
his engines run well. But on the 
quietest night, if one slight noise is 
heard in the machinery, indicating 
something wrong, it will wake him 
like a burglar alarm over his head. 

In the same way, we are all tuned 
to trifling incidents in the things we 
do for a living, and the “sales mind” 
is one keenly alert to incidents which 
are important in the presentation of 
facts to others. 

Technical, professional, production 
and office men, in business, having 
their minds tuned to other details, are 
generally not successful when it 
comes to explanations. Their work 
does not call for explanation, except 
to men like themselves, who under- 
stand the conditions. So they often 
make a poor showing when called 


upon for information, in their own 
lines, which will be clear and convinc- 
ing to people who know nothing of 
their specialties. Their very caution 
about matters of fact, which they 
know are subject to various interpre- 
tations, leads the jury to say to itself, 
“This fellow doesn’t seem to be well- 
posted even on his own business.” 
And in talking to a general audience, 
they are dry. 

But there is no reason why they 
should not acquire some of the sales- 
man’s methods—enough to make 
them interesting speakers. 

QSD> 

FTER seven'years of listening to 

actual sales, and making reports 
of more than 15,000 of them, Pro- 
fessors Alvin C. Busse and Richard 
C. Borden, of the New York Univer- 
sity, have defined six cardinal points 
that define the “sales mind”: 

First—A good salesman is as good 
a listener as he is a talker. 

Second—He never interrupts when 
his customer is stating an objection. 

Third—He never takes an argu- 
mentative attitude, even in meeting 
an objection. 

Fourth—He begins by asking the 
customer to talk, and draws out his 
strongest objections. 

Fifth—When an objection is raised, 
he himself repeats it, clearly and 
fairly. 
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Sixth—When preliminaries have 
been settled, he concentrates on ane 
important point, and refuses to be di- 
verted from it. 

Now, if an insurance adjuster, lack- 
ing this “sales mind,” were to begin 
talking to a customer who had a 
strong prejudice against insurance ad- 
justers, he would probably be sunk 
without a trace in three minutes. In- 
stead of listening, he would try to 
show that the customer’s knowledge 
of adjustment procedure was all 
wrong—as it probably would be. He 
might win the argument, but would 
not “sell” the facts. 

In talking to an audience, it must 
be remembered that there will cer- 
tainly be a number of people with 
similar prejudices and misunder- 
standings. They cannot talk back, 
but they sit silently saying to them- 
selves, “I’d like to see you convince 
us that insurance adjustments are 
square!” 

HE “sales mind” is constantly 
thinking about what it has to sell, 
adapting it to the desires and needs of 
various kinds of people, and observing 
people to fathom their desires and 
needs, and to understand their char- 
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acters and moods, so that the article 
or service to be sold may be presented 
to them most clearly and favorably. 

Apart from this, there is nothing to 
salesmanship ! 

Except this very important point, 
constantly overlooked by the closest 
students of the art—that a good sales- 
man is almost invariably a man of 
feeling, and skilfully uses feeling in 
attaining his objectives. 


The best real estate salesman in 
this country is Joseph P. Day, of New 
York. He tells how Judge Gary, a 
man of deep sentiment, was resolved 
to move the office of the Steel Cor- 
poration from a site that Day wished 
to sell. Judge Gary was also a lawyer, 
and he began to argue. Day let the 
Judge talk until he had settled the 
thing in his own mind, and then 
asked : 

“Judge, where was your office when 
you first came to New York?” 

“Right where we are sitting. 

“And where was the Steel Corpora- 
tion formed ?” 


It had been organized in that spot. 
The Judge said nothing for a min- 
ute, and then, with feeling, “Get the 





owner of this site, and we will close 
the deal.” 
aS 


HE technical insurance man can 

develop this “sales mind” by 
thinking about his daily routine from 
the viewpoint. “Suppose I had to ex- 
plain that to a gathering of busi- 
ness men—club women—high school 
students. 


It may be a difficult, delayed and 
suspicious adjustment. “Suppose I 
could make all the steps clear to peo- 
ple who believe that adjustments are 
unfair and unjust.” 

It may be a claim paid under touch- 
ing circumstances—I happen to re- 
member one case in which a policy 
was found, in cleaning out a desk, 
of a man who had perished in the 
destruction of his store and a desti- 
tute family received a substantial sum 
of money when the insurance was ad- 
justed. “Suppose I could make people 
feel that case—would they still think 
of premiums as money paid away, 
and of insurance companies as mere 
moneybags ?” 

The salesman understands his 
goods, and believes in their worth to 
the public, and is absolutely confident 





A Spectacular Fire Itself is Often a Powerful Sales Argument For Insurance 














that when their merits have been ex- 
plained, the public will buy. 

His prospective customers raise ob- 
jections—which he knows are based 
on misunderstanding. He is unruffled 
while customers raise objections, be- 
cause he knows that these can be an- 
swered with explanations and demon- 
strations which he has prepared be- 
forehand. 

soa 

N adopting sales methods, the tech- 

nical insurance man is in precisely 
the same position. He knows that 
there can be no doubt about the value 
of insurance, the principles upon 
which rates are based or adjustments 
made. 

When he understands the power of 
clearly presented facts to dispel prej- 
udice and misunderstanding, he con- 
centrates on strong presentations of 
the facts, patiently, smilingly, and 
lets the facts operate—as does the 
salesman. 

This is the 
course! 

As I have sketched him here, many 
an employer would like to hire him. 
And remember that the six funda- 
mental principles by which he was 
measured by Professors Busse and 
Bordon, were the winnowings from 
15,000 sales. Mercifully, these gentle- 
men did not compile a set of the six 
worst points. 

As we meet the salesman, in real 
life every day, he falls far short of 
that standard. 

Yet, if the technical man sees the 
possibilities for using a little sales 
mindedness himself, there is no rea- 
son why he should not pattern on the 
ideal. 

And in using sales mindedness for 
contacts with people, for the greater 
prestige of the insurance business, he 
is free from one grim necessity com- 
mon to all salesmen. 

They must not only sell ideas, but 
persuade customers to buy. There 
may be successful operations in sur- 
gery, in which the patient dies, but no 
sale is a success, however firmly the 
prospect may be convinced, unless the 
salesman gets the order. 

In the use of sales mindedness upon 
people for creating good feeling 
toward business, the sale is successful 
when the idea is sold. 


Just Another Wild Yarn 
(Continued from Page 16) 

tion, will rule with established pre- 

cedents of other courts of last 

resort. 

To clinch the matter more firmly, 
behold in all the thirty-four states 
an impressive total of public prop- 
erty mutually insured, and the 


ideal salesman, of 
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policyholders are well satisfied with 
the quality of the protection and its 
economy of cost. And why should 
they not be satisfied? In spite of 
the critic’s statement that mutuals 
are unstable and likely to go out of 
business, the statistics bearing on 
the subject show conclusively that 
stock companies fail twice as often 
as mutuals. 
DOa> 


S to rate-cutting and abiding 

by the rulings of different 
states, the mutuals have similarly 
a clean slate. The writer of the 
before mentioned article, by the use 
of one illustration only, infers that 
the mutuals are guilty generally of 
rate-cutting. Yet, Honorable A\l- 
bert Conway, in a recent address, 
said that during his incumbency as 
Superintendent of Insurance of the 
State of New York, he fined stock 
companies varying sums of from 
$1,000 to $10,000 for repeated rate 
discriminations, one company being 
detected in 100 violations. He has 
similarly fined various stock agents 
and brokers in sums of from $100 
up. Mutual companies are not given 
to discriminating between policy- 
holders, but rate cutting is the com- 
mon practice of stock companies 
and their agents, especially in con- 
nection with highly competitive 
business. 

The mutuals have always been 
in accord with state regulation of 
rates. And likewise, they have 
gladly co-operated with commis- 
sioners to eliminate unfair discrimi- 
nations that have worked such 
great injustice to policyholders. 
For it is patent that if rates are cut 
beyond reason in the case of cer- 
tain policyholders or classes of 
policyholders, the deficiency in the 
premium aggregate must be made 
up by other risks paying more than 
fair cost. The stock companies 
have always opposed a policy of 
fixed rate regulation under state 
authority, apparently not desiring 
so definite a check-up on their 
charges to the public. 

Can we not have done with dis- 
sembling in the insurance business? 
If certain stock company interests 
do not cease their ridiculous cam- 
paign to befuddle the public, they 
cannot fail to suffer punishment 
when the fact of their hypocricy be- 
comes known, as it is becoming 
known in wider and wider circles 
every day because of the steady 
progress of mutual insurance, 
which more than ever in its nearly 
two centuries of success, is re- 
garded as the standard by which 
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intelligent business men judge all 
forms of coverage. 


Valuation 
(Continued From Page 23) 

of a personal nature and where there 
are no cogent reasons of convenience 
and prejudice why the owner should 
not replace in a second-hand market, 
courts have held that the cost of re- 
placing in such a market is relevant 
evidence of the value.*® 


In those cases where replacement 
cost new is admitted as evidence of 
the value of the property, the question 
has arisen as to what forms of de- 
preciation should be deducted. All the 
cases are clear that physical deprecia- 
tion must be taken into account,°* and 
the only doubt concerns a further de- 
duction for obsolescence or inade- 
quacy. On this point there have been 
very few reported cases, but these 
have all held that depreciation must 
be considered in its broadest sense. 
For example in the case of used pat- 
terns, moulds and designs used as 
equipment by a manufacturer it has 
been held that their replacement cost 
new is not a fair test and that their 
obsolescence as well as their physical 
depreciation must be taken into ac- 
count.** In another case, Prussian 
National Insurance Company v. Law- 
rence,** the saloon equipment which 
had been destroyed by.fire was valued 
by arbitrators at $1,000 in spite of the 
fact that its “sound value” (presum- 
ably its replacement cost new minus 
physical depreciation) was found by 
them to be $3,000. This low valuation 
was justified by the arbitrators on the 
ground that the passage of a local 
prohibition statute after the policy 
had beef written but prior to the fire had 
caused the value of the fixtures to fall by 
this amount. In an appeal in equity the 
lower court set aside this award and its 
action was affirmed on appeal. The upper 
court, however, based its affirmation ex- 
pressly on the grotind that the fixtures 
might have been sold in another state for 
a price that would net more than $1,000 
after deducting transportation costs. It 
did not question the property of an award 
for less than replacement cost minus phys- 
ical depreciation where the value had fallen 
as a result of the passage of the prohibition 
statute. (Continued in Next Issue) 


©The difference between property new 
and in its used condition must be recog- 
nized. Boise Assn. of Credit Men v. Ins. 
Co., supra note 29. Cost and condition are 
always considered, supra note 48. So true 
is this that some courts state the measure 
of loss, in the absence of a market value, 
not in terms of any other value, but in 
terms of original or replacement cost less 
depreciation. Globe & Rutgers Ins. Co. v. 
Winter Garden Co., supra note 49. 

Michels v. Western Underwriters Assn., 
129 Mich. 417, 89 N. W. 56 (1902); Se- 
curity Printing Co. v. Conn. Fire Ins. Co., 
209 Mo. App. 422, 240 S. W. 263 (1922). 

221 Fed. 931 (C. C. A. 4th 1915). 
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Uniformity of Traffic Laws, Signs, 
Signals and Driving Practices 


HILE street and highway traf- 
fic in its general aspect is recog- 
nized as a matter for regulation by 
states and local authorities, and not a 
proper function for the Federal gov- 
ernment, the third National Confer- 
ence on Street and Highway Safety 
emphasized that its basic character- 
istics and features are the same in all 
of the states and cities of the Union. 
Because of this fact the Conference 
laid stress on the growing need for 
uniformity of state vehicle laws and 
municipal traffic ordinances, in driv- 
ing practices and rules of the road, 
and in the standardization of road 
signs, signals and markings. 

This phase of the traffic problem, it was 
indicated, 1s becoming more pronounced 
because of the increasing number of auto- 
mobiles that are being driven in states 
other than that of the registration of the 
vehicle, and in different towns and cities— 
often across state lines. 

Residents of many towns and cities, such 
as Kansas City, St. Louis, Louisville, Cin- 
cinnati, Chattanooga, Wheeling, Washing- 
ton, Philadelphia, and New York, find it 
necessary to be familiar with the traffic 
laws of two or more nearby states. Pro- 
visions of these laws are not infrequently 
in conflict with each other, or differ in a 
material degree. 

Motor buses are in many cases making 
scheduled journeys that are equal to half 
the distance across the continent, and 
freight carrying vehicles are also making 
long trips. The highways have become 
important adjuncts in the distribution of 
merchandise over considerable areas of 
territory. Automobile trips from the At- 
lantic seaboard to the Pacific coast, and 
back again, are becoming more and more 
frequent. 

In the course of a year the resident of 
the average city has the opportunity to be- 
come familiar with the color and appear- 
ance of the current automobile tags of 
nearly every state. Southern tourists go 
into the North in the summer months, and 
northern tourists go into the South in the 
winter months. More and more vehicular 
traffic is assuming an inter-state and inter- 
city aspect. 

While granting and emphasizing that 
control of vehicular traffic must remain 
with the states and municipalities, the Con- 
ference declared unequivocally that the 
elimination of the existing diversity in the 
administration, regulation and statutory 
control of the streets and highways, and 
the promotion of standard driving prac- 
tices, is a pressing phase of the problem, 
and vitally involved in the effort to reduce 
accidents and mishaps. 

Before vehicular traffic assumed so 
much of an inter-state and inter-city as- 
pect, and improved roads made practicable 
long journeys in automobiles, the various 
jurisdictions having control of the streets 
and highways developed a diversity and 
difference in common practices and rules 
that gave to scarcely any state or city the 
same laws, ordinances or regulations. 


The motorist in driving from one state 
to another, and passing through different 
towns and cities, would, if he followed the 
regulations and driving practices of his 
own community, violate innumerable local 
ordinances and regulations, and possibly 
incur accidents, through unfamiliarity 
with the traffic control of a strange town. 
This was particularly true in respect to 
right and left turns, and in the protection 
of pedestrians at intersections. 

In the effort to eliminate this confusion, 
and to promote a smooth flow of traffic 
through intelligent driving, agencies work- 
ing in conjunction with the National Con- 
ference on Street and Highway Safety 
will continue this year to urge upon the 
states and cities the adoption of the Uni- 
form Vehicle Code and Model Municipal 
Traffic Ordinance which it is sponsoring 
and prepared through the combined advice 
and counsel of the traffic experts of the 
country. 

Through this means the Conference 
hopes that definite changes for the better 
in the accident and fatality condition in 
connection with vehicular traffic will be 
brought about. 

This objective instead of involving a 
concentration of authority in the Federal 
government, requires a high degree of co- 
operation and acceptance of a common 





program by the states and local authori- 
ties, and by the vehicle drivers and pedes- 
trians. 

The Conference in giving voice to this 
program, said: 

“It is unthinkable that our people will 
permit present conditions to continue in- 
definitely. The way for improvement has 
been pioneered. Practically every one of 
the proposals now submitted has been test- 
ed in practice. 


“To reap the benefit of this experience 
on a nation-wide scale will require some 
yielding of state and local preferences. It 
will require devotion of increased re- 
sources which no state or community can 
afford to withhold. 


“Tt will in many jurisdictions require the 
setting up of more adequate administra- 
tion. It will require the loyal effort of 
enforcing authorities. It calls for devoted 
efforts of a wide variety of organizations 
concerned with the various phases of the 
problem. 

“Finally, it demands of the individual 
citizen a new order of self-restraint and 
sense of responsibility corresponding to 
the enhanced degree of freedom which the 
new means of transportation has given us.” 

More than half the states, and a large 
number of towns and cities, have already 
adopted either all or some of the pro- 
visions of the Uniform Vehicle Code and 
Model Municipal Traffic Ordinance. The 
universal desire expressed by delegates and 
members of the Conference has been that 
uniformity in these matters be extended 
over the country as a whole. 








Inland Transportation 


(Continued from Page 13) 


worked upon, or caused by war, riot, 
strikes, civil commotion, hurricane, 
earthquake or other convulsion of na- 
ture; or breakage of brittle articles 
unless due to burglary, theft, fire or 
accident to a conveyance in which the 
property is being transported. More- 
over, shipments other than by insured 
express or registered mail, goods sold 
on the instalment pjan after leaving 
the insured’s premises, property be- 
ing worn or used, and merchandise 
lost from unattended automobiles, 
motorcycles or horse-drawn vehicles, 
are not covered. Nor is liability as- 
sumed on shipments by C. O. D. ex- 
press with privilege of inspection 
given to consignee, or for shortage 
from a package received by the con- 
signee with its seals unbroken, or for 
unexplained shortage. Claim pay- 
ments are based upon actual cash 
value at time of loss without refer- 
ence to any antiquarian or historical 
value which an article may have pos- 
sessed. 

When writing this type of coverage, 
underwriters consider the location of 
the policyholder, the value of his win- 
dow display and the manner in which 
safeguarded, the nature and extent of 
protection against burglary, watch- 
man service, amount of insurance de- 


sired, the nature of the stock inven- 
tory, the amounts of stock carried by 
messengers or salesmen, and_ the 
length of time they travel, the aver- 
age amount of merchandise in the 
hands of brokers, cutters, manufac- 
turers, customers and repairers as 
well as the total value of goods sent 
by registered mail or express during 
the preceding year. The moral hazard 
is all-important. 
(To be continued ) 


Old Timer Renews In 


Merrimack 


HE Merrimack Mutual of And- 

over, Mass., has recently re- 
ceived a renewal of a policy writ- 
ten forty years ago, by one of their 
representatives, F. E. Mann of Mil- 
ford, in the same state. 

This was the first piece of busi- 
ness handled by Mr. Mann, who in 
1890 was operating under the firm 
name of H. E. Townsend & Co. 
The policy was originally taken out 
on property owned by the father 
of the present owner; then the son 
insured the same premises in the 
Merrimack, and Mr. Mann says he 
anticipates that the grandchildren 
will continue the coverage in the 
company which has rendered the 


family such good service for over 
four decades. 
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‘Be sure that your match is out. Break tt 
in two before throwing it away.” 


CENTRAL MANUFACTURERS’ MUTUAL INSURANCE CO. 
OF VAN WERT 


INDIANA LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF INDIANAPOLIS 


LUMBER MUTUAL FIRE INSURANCE COMPANY 
OF BOSTON 


LUMBERMEN’S MUTUAL INSURANCE COMPANY 
OF MANSFIELD 


NORTHWESTERN MUTUAL FIRE ASSOCIATION 
OF SEATTLE 


PENNSYLVANIA LUMBERMEN’S MUTUAL FIRE INSURANCE CO. 


OF PHILADELPHIA 
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Offices From the Atlantic to the Pacific 


— Gale & Stone, Boston Justin Peters, Philadelphia “ 
Interstate Mutual Insurance Agency Co., Mansfield, Pittsburgh. 
Lumbermens & Manufacturers Insurance Agency, 
James S. Kemper, Mgr. 

Chicago, Milwaukee, Minneapolis, Omaha. 

Lumber Insurance Agency, Indianapolis. 

The Martin General Agency, Seattle, Denver, San Francisco, 

~ Los Angeles, Vancouver, Portland, Spokane. 
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“Better Insurance Service for Less Money” 


Over 60,000 policyholders carry Hardware Mutual Casualty Company Insurance 
because of low net cost, efficient management, and nation-wide claim service. 


LINES OF INSURANCE 


Automobile, Automobile Dealers Liability, Burglary, General Liability, Personal 
Accident, Plate Glass, Workmen’s Compensation 








Home Office Building 
HARDWARE MUTUAL CASUALTY COMPANY 


Home Office: Stevens Point, Wisconsin 


Branch Offices 


Appleton, Wis. Dallas, Tex Madison, Wis. Stevens Point, Wis. 

Atlanta, Ga. Duluth, Minn. Milwaukee, Wis. St. Paul, Minn. 

Boston, Mass. Fond du Lac, Wis. Minneapolis, Minn. San Francisco, Cal. 

Chicago, Ill. Indianapolis, Ind. Newark, N. J. Winnipeg, Canada 
Los Angeles, Cal. Portland, Ore. 
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CONTAINS NEWS AND TIMELY GENERAL FIRE 
ARTICLES ON TOPIC® OF AUTOMOBILE FIRE 
LIVE INTEREST TO THE THEFT AND COLLISION 
ae pre ccarctongn LIABILITY 

oven es WORKMEN’S COMPENSATION 
Subscriptions $2.50 Per Year Twin Mutual Fire Ins. Co. 
Twin Mutual Liability Ins. Co. 

Address: 
180 No. Michtgan Ave., Chicago, Il. A. SHIRLEY LADD, Secretary 


211 Congress Street, Boston, Mass. 























TWIN MUTUALS 


Twin Mutuals Have Always Paid Dividends 




















money 


to build a group of Modern Skyscrapers 
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‘The Federal Hardware & Implement Mutuals were FEDERAL’S FINANCIAL STRENGTH 
organized to provide property owners with safe . / 

protection at a reasonable cost. This has been success- caeiaicanen S 

fully accomplished. Year after year with unfailing — ee SS . 31, 1924 

regularity the “FEDERAL” has returned substantial Assets . ; $6,343,474.79 

savings. Since organization policyholders have Sasgiee 2,010, ‘328.00 

received dividends amounting to $31,209,882.13 ° 

This money has stayed right at home and in the And today: 

policyholder’s own pocket. Assets asinine --. $13,080,172.34 
Liabilities... ; 7,942,904.84 
Surplus .... $,137,267.50 
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NINETEEN DEPARTMENT OFFICES 
IN PRINCIPAL CITIES 





ederal Hardware & Implement Mutuals 


Retail Hardware Mutual Hire Ins.Co. 


OF MINNEAPOLIS. MINNE SO 


Hardware Dealers Mutual Fire Ins.Co. 


STEVENS POINT.WISCONS 


Minnesota Implement Mutual Fire Ins.Co. 


OF OWATONNA. MINNESOTA 
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“[.-M-C” Automobile Insurance Protects Over 150,000 Motorists 


Sound Protection 








L. has always been the primary aim of the “L-M-C” 
to furnish good reliable insurance protection. To this 
end full legal reserves as required by the various state in- 
surance departments have been consistently maintained. 
Cash assets of the company, including net cash surplus 
of over $1,800,000, exceed $11,600,000. There can be 
no question as to the security of the protection that 
“L-M-C” policies contract to provide. 


Reduced Cost 


As a mutual organization, owned and controlled 
by its policyholders, the “L-M-C” has further sought to 


make sound protection available at minimum cost. 


























Through a union of economical management, careful 
underwriting and active loss prevention effort this com- 
pany has succeeded in effecting measurable reductions in 
the cost of Casualty insurance to its policyholders. Sav- 
ings on Automobile insurance have averaged 25% each 
year, and have also been substantial on Burglary, Com- 
pensation, Liability and Plate Glass insurance and Fidel- 
ity Bonds. 


























Lumbermens Mutual Casualty Company 


James S. Kemper, President 


Mutual Insurance Building Chicago, U. S. A. 


Associate Companies under “L-M-C” Management 
AMERICAN MOTORISTS INSURANCE COMPANY 
FEDERAL MUTUAL LIABILITY INSURANCE COMPANY 
































“[-M-C” 1929 Dividends to Policyholders Over $1,750,000 


























